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CONSTRUCTION PLANNING AND ECONOMICS 


STROYBANK URGED TO TIGHTEN CONTROL OVER CONSTRUCTION 
Moscow STROITEL'NAYA GAZETA in Russian 13 May 83 p 2 


[Article by G. Tsypkin, lawyer, and A. Kuznetsov, STROITEL'NAYA GAZETA corre- 
spondent: “The Bank's Involvement"] 


[Text] The number of projects under construction at the same time in the 
couptry still remains too large. According to data of the USSK Central Sta- 
tistical Administration, in 1981 there were more than 335,500 projects for 
production purposes under construction at the same time. The reduction in the 
plan for 1982 was negligible--down to 326,500. But certain ministries and de- 
partments have in the current year made a rencwed effort to increase the nun- 
ber of new construction projects unjustifiably. 


When ministries and departments which figure as clients include a new con- 
struction project in the plan, it is as though they were giving the country 
more output out of noble motives. It is somehow awkward to reproach them for 
this. Yet they deserve a serious reproach for poor preparation for construc- 
tion. And it is this which is the principal source of all the troubles at 
present, the main one of which is the capital investments which are tied up 
for long years. 


The acuteness of the problem was realized long ago. But why is it that the 
client ministries beg, demand, and insist, and planning agencies continue to 
include in the plan projects and entire complexes which are unrealistic? Af- 
ter all, there are norms and procedures set down in law for submitting appli- 
cations for construction. If, for example, there is no documentation b;, 

| July of the year preceding the year being planned, it is not included in the 
plan. If capital investments are not furnished for the project according to 
the standard construction time, again it does not go in the plan. If the date 
for activation does not meet the standards, once again it is not included. 


Why is it that the standards and official methods do not always help? Aside 
from the official instructions, it seems, there are other covert forces in op- 
eration that pull unrealistic construction projects into the plan. What sort 
of forces exactly? Well, for instance, no small influence is exerted in this 
matter by the sector departments of USSR Gosplan, since they draft the plans 
for industrial output and the balances and plans for distribution of physical 
resources in the country. And what department of Gosplan does not want to 








look better? After all, it is very unpleasant if the balance “does not work 
out.” Or support is obtained from the officials responsible for the indus- 
trial products which sectors produce for the national economy. 


The decree of the party and government on improvement of the economic mecha- 

nism has played its constructive role. But shortcomings in construction have 
by no means been done away with. Further efforts are necessary to put things 
in order. 


In what direction should the efforts be made? First of all, of course, toward 
overcoming the scattering of investment capital. This cardinal problem can be 
solved only if the bank which is providing financing is made a reliable part- 
ner of the builders. 


A partner in the broad sense of the word. Not only the formal controller of 
every state ruble which is spent, as it is today, but an ally, a helper, a 
consultant in the financial affairs of builders (above all general contrac- 
tors), a disinterested arbiter in the general contractor's complicated rela- 
tions with those he deals with: the project planners, the clients, subcon- 
tractors and suppliers. 


fhe most important task of the bank is to protect the interests of contractors 
when annual capital construction programs are compiled. 


Incidentally, something is already being done in this regard. To de specific, 
the bylaws of the bank adopted recently by the USSR Council of Ministers 
states: "USSR Stroybank shall participate directly ‘n the work of compiling 
plans for capital construction and for contract work." "It is hereby granted 
the right to obtain from ministries, departments, ispolkoms, and enterprises 
the draft versions of plans and other materials necessary to analyze the eco- 
nomic efficiency of capital investments.” 


In principle it is being proposed that the bank furnishing the financing is to 
be enlisted to help planning agencies. An altogether logical idea. Today con- 
tractors and clients ccme into contact with personnel of Gosplan who have ap- 
proved an unrealistic plan only once 2 year. Yet they see the personnel of 
local offices and branches of USSR Stroybank on an everyday basis, since they 
live and work side by side and are carrying out one and the same task. No one 
stands as close to the builders as the local branch of the bank. 


[t seems to us that the bank's most time-consuming and painstaking work must 

consist of shaping the capital construction program of the construction con- 

tractor at the lower level. Incidentally, work of this kind will soon begin 

under the plan for 1984. It would be a good thing for it to be done with the 
vigorous participation of the bank. To be sure, not a single sector ministry 
has yet issued instructions to its enterprises to submit the materials indi- 

cated below to local institutions of the bank. 


What does this mean? The builders and the bank must examine Form 4PKS, sub- 
mitted by the clients, together. The bank's inspector is required to scrupu- 
lously check all the initial figures: the actual amount of work, the sources 











of financing, the existence of documents allocating the site, applications for 
allocation of equipment, credit applications, information on the capacity of 
contractors, and, in the case of reconstruction and expansion--information on 
utilization of existing production capabilities of clients. Ani only after 
this is it possible to settle the question of including the construction proj- 
ect in the plan. All of this information must move through vertical channels 
all the way to the board of USSR Stroybank. 


Thorough compilation of the construction program at the local level serves as 
a guarantee that a realistic plan will be drafted for ministries, departments 
and for the country as a whole. 


When plans are examined at the level of USSR Gosplan, disputes are, of course, 
not avoided. But in all probability there will be fewer of them, since the 
program will be shaped so as to take into account the real capabilities of 
subdivisions at the lower level. 


The draft plans for capital construction must be submitted to the USSR Council 
of Ministers, USSR Gosplan and USSR Stroybank. 


The most acute problem of the general contractor is that work is not financed 
at a regular pace. “he fight for continuity in financing must be the second 
most important task .f the bank. At present the granting of credit is made 
dependent upon deposits which clients make of their own resources. If the 
latter do not fulfill the plan for depositing resources, then Stroybank takes 
credit away from the contractor. This threat always hangs like Damecles' 
sword over the builders. They have difficulties paying wages, they are unable 
to purchase materials in good time, and they cannot pay bills for operation of 
machines. 

How are these difficulties to be overcome? The economists have propoacd this: 
if clients do not fulfill the plan for depositing funds, the USSR Ministry o7 
Finance must transfer to Stroybank a reserve amount for issuing loans. But 
the capital investment plan for the next planning year of the debtor ministry 
must be reduced by that amount. This procedure, it seems, will help clients 
to plan realistic sources of financing. Incidentally, a similar thought has 
been expressed by M. Zotov, chairman of the board of USSR Stroybank, in his 
article in PRAVDA. 


lt seems to us that performance of the two crucial tasks--thorough planning of 
the program for construction work and achieving continuous financing--are 
quite within the power of USSR Stroybank. 


To be sure, it will then be necessary to state in different terms the task of 
USSR Stroybank as set forth in its bylaws. It would seem that it should be 
stated approximately this way: fight for adherence to the approved estimated 
cost of construction by client ministries and for profitable operation of the 
sector in the case of contractor ministries. 


Of course, the greater complexity of the tasks makes it necessary to review 
the legal status of local institutions of the bank and to grant them the 





rights of a juridical person, i.e., equality between the institutions of the 
bank and its clients, and their equal level of accountability for violation of 
the obligations which have been assumed. 


There is also a need to link the system of material incentives of personnel of 
Struybank to performance of plans for activation of capacities and projects. 
Today this system provides for only qualitative performance of monitoring 
functions, but the furnishing of specific aid to construction projects should 
also be taken into account. And probably it would be fair if the regulation 
on the awarding of bonuses for activation set aside an appropriate sum not 
only for the builders, project planners and clients, but also for the person- 
nel of the bank furnishing the financing, from the local department to the 
sector departments of the board. 


It would seem that performance of these measures would make it possible to 
bring institutions of USSR Stroybank closer to the construction site, to make 
them a reliable partner of all participants in the construction conveyor and 
above all the general contractor, who carries the main load in fulfilling 
state plans for activation of proaution capacities. 
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SONSTRUCTION PLANNING AND ECONOMICS 


SOSTS, PROFITS IN CONSTRUCTION ANALYZED 
Yoscow FINANSY SSSR in Russian No 4, Apr 83 pp 40-46 


[Article by V. V¥V. Ostapenko, sector chief of the NIFI /Scientific-Research 
Finance institute/, candidate of economic sciences, and Yu. D. Karelin, se- 
r scientific staff member, NIFI: “Production Costs and Profits in 


struction” 


~ 
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{Text/ The basic directions for the economic and social development of the 
USSR for the years 1981--1985 and for the period until 1990 have provided 
ran intensification of the regime of economizing, working out and imple- 
enting measures to eliminate losses in constiction, ensuring savings on 
lied, ferrous metals and materials (7--9 percent) and cement (5--7 percent), 
a reduction in the production cost of output and work. in conne*tion with 
this, it is important to define the factors of change in costs and profits, 
the reserves for reducing outlays and for increasing profits in each sector 
of materiai production. 
In construction, profits on projects turned over during the years 1971--19580 
erew noticeably. However, during the course of these years the dynamics 
of profits were not uniform: for the period 1971--1975 its dimensions 
increased, while during the years 1976--1978 they decreased somewhat. 
During the 10th Pive-Year Plan, as a result of the increase in the amounts 
of projects turned over, profits in construction rose by 1.7 billion rubles, 
“hereas because of the change in their estimate costs, connected with the 
ntroduction in 1976 of lowered coefficients for construction and installation 
orojects, they decreased by 0.7 billion rubles, and as a result of the crowth 
of outlays per ruble on projects turned over, they decreased by 2 billion 
rubles. Thus, the greatest influence or the reduction of profits from turn- 
mt over projects during the 10th Pive-Year Plan was exerted by the increase 
of their production costs. Calculations have shown that the material oui- 
lays per ruble of cost of projects turned over grew during this period by 
1.3 kopecks, wages grew by 1.1 kopecks, and amortization deductions grew by 
1 kopecks. 


ve basic causes for the increased cost of materials, as calculated per ruble 
of cost of construction work, are their over-expenditure in comparison with 
the established norms, the replacement of certain materials by other, more 
expensive ones, the increased prices on certain types of building materials 
in comparison with those provided for in the estimates. The overexpenditure 











and the replacement by more expensive materials lead to a direct growth of 
outlays by the contracting organizations, as calculated per unit of work, 
is well as to a decrease in profits. 


Every year a considerable amount of materials is either lost or expended inef- 
ficiently. Thus, in 1979 in the USSR Ministry cf Industrial Construction 

the actual expenditure of cement was higher than the norm (average) by 13.3 
percent; of rolled metal--by 5.6 percent; of lumber--by 2.9 percent. On the 
whole, such losses in construction amount to almost 2 billion rubles a year.1] 


\s regards the increase in wholesale prices on building materials and fuel, 
it also leads directly to an increase in the production cost of construction 
und installation work. For example, for the USSR Ministry of Industrial 
‘onstruction the additional expenditures connected with the rise in whole- 
ale prices on materials and fuel, as compared to those provided for in the 
estimates, were specified for 1981 in the amount of 3.1 percent of the esti- 
mated cost of the yearly amount of work. In this same year, additional ex- 
penditures amounting to 2.7 percent of the estimated cost were compensated 
it the expense of budgetary funds for this ministry. 


1 1 January 1962 new wholesale prices were put into effect on industrial 
products. In particular, they were raised on ferrous metallurgical products 
by 20 percent, on cement by 26 percent, on lumber by 40 percent, etc. This 
led to an increase in the production cost of construction and installation 
work and the sums of compensations to contracting organizations in 1982 and 
in 1983 for additional expenditures connected with the rise in these prices. 
Seginning in 1984, it is planned to put new estimated prices into effect in 
‘onstruction, estimate prices to be worked out taking into consideration the 
new wholesale prices. Consequently, in 1984 compensations to contracting 
organizations in connection with the increased expenses on materials and 
fuel will not be required. 


The principal cause of the increase in wages, as computed per ruble of cost 

f the projects turned over during this period, is the high rate of its 
srowth (14.4 percent) in comparison with the growth rate of labor producti- 
vity (11 percent). The amortization deductions, as computed per ruble of 
‘ost of the projects turned over, grew as the result of a decrease in the 
return on capital investment in construction (by 22.9 percent); this is con- 
nected with the increase in the cost of construction motor vehicles and 
machinery, as calculated per unit of their productivity, and also with the 
insufficiently complete loading of the means of labor. In turn, the dynamics 
of material consumption, labor consumption, and the amortization capacity of 
‘onstruction production, and consequently the chaige in the producticn cost 
and dimensions of the profits during this period were influenced by the 
structural shifts in the volume of operations. These included changes in the 
territorial, sectorial, and reproduction structure of capital investments, 
as well as in the structure of construction operations by their types (gene- 


ral-construction, special-construction, installation, repair operations, 
etc.). 














pital investments are now leading, to a greater extent, to an increase in the 
production costs of construction and installation work rather than to their de- 
*rease. Thus, during the 10th Five-Year Plan there was a growth in the pro- 
portion of capital investments and construction-installation work being carried 
out in the country’s northern and eastern regions, where the production costs 
»9f construction are higher than they are for the central regions. For exan- 
ple, in 1980 the expenditures per ruble for projects turned over to customers 
in the Ministry of Construction in tne Far East and Transbaykal Regions were 
i2.7 percent greater than for the country as a whole. 


During the years 1976--1980 the growth rate of capital investments in retool- 
ing and modernizing enterprises significantly exceeded the rate of increase 

in the total amount of capital investments. In 1980 approximately 22 billion 
rubles, or 16.5 percent of the total amount of capital investments for the 
national economy as a whole, were invested in retooling and modernization. 
within the total amount of capital investments in retooling and modernization, 
‘onstruction and installation operations comprise about 35 percent. Moreover, 
the expenditures of construction organizations engaged in carrying out work 

in retooling and modernizing enterprises, as calculated per unit of work, are 
nigher than they are for new construction. This is connected with the need 
for dismantling certain construction elements of buildings or parts of then, 
iismounting part of the equipment, crowded working conditions, an increase in 
the proportion of non-standard items and structural components being used by 
the construction organizations, and other factors. 


For example, according to the calculations made by the construction organiza- 
tions of the city of Pervoural’sk, engaged in retooling and modernizirg a 
number of metallurgical enterprises (workshops), the outlays for performing 
these operations have increased in comparison with new construction by approxi- 
mately 30 percent. At the same time capital investments per unit of increase 
in capacity, when retooling and modernization are carried out, are less than 
they are for new construction (for example, in the electrical-appliance indus- 
try--by a factor of 2.7, machine-tool building--by a factor of 1.5 to 2.9, 

and in instrument manufacture--by a factor of 1.4 to 1.6). This is connected 
with the fact that in modernization and retooling a portion of the means of 
labor is retained. 


With the increase in tae proportion of work on retooling and modernization, 
and in connection with the structural factor of increased expenditures 
-onnected with this per unit of work expressed in physical terms, the profits 
of the contracting organizations, as calculated per unit of work expressed 

in cost terms, are reduced to a lesser extent, while under certain conditions 
they may even be increased. This is connected with the use since 1981 of 

1 system of corrective coefficients to the established estimated norms in 
determining the estimated cost of the amounts of retooling and modernization. 
The use of these coefficients has led to an increase in the estimated cost 

of construction and installation work in the modernization and retooling of 
enterprises of ferrous and non-ferrous metallurgy, the chemical and petro- 
chemical industry by 11--13 percent, and enterprises in other sectors of 


material production--by 10 to 11 percent, as compared with the estimated cost 9 


of the same volume of work in new construction of the same types of facilities: 








The problems of providing the grounds for the values of the corrective coeffi- 
‘-lents require further development. Certain economists recommend an increase 
the corrective coefficients so that they may correspond to the actual in- 

‘rease in outlays for retooling and modernization, as calculated per unit of 
“ork in physical terms (or, what amounts to the same thing, per ruble of ex- 
penditures on a comparable range of operations) in comparison with new con- 
struction. We cannot agree with such proposals, inasmuch as their authors 
fail to take into account the fact that the production cost of construction 
and installation work constitutes merely a portion of its estimated cost. 


she profits of a contracting organization which previously engaged in new con- 
struction and then began to carry out operations on retooling and nodernizing 
enterprises do not change if 


[Sy -- Zm = Tsay — Zar 


h TS», » TS, represent the costs of constuction and installation opera- 

tions on new construction and modernization respectively; 3 
Zn » Z_ represent the completion of operations on new construction and 

modernization respectively. 


transforming the equation, we find that 





Ts» = Tsyn -- Zm * 2a, 
te . 1Sn --Zn (I—k; ) 
? 
Ts 
z =[ --gz I - 
"a un ers 3 )s 


where ky is the corrective coefficient to the estimated cost of construction 
and installation work for determining the estimated cost of operations on re- 
tooiing and modernization - 
( - iSn ) 
p ; 





Ts 
k,is the coefficient of the increase of expenditures in retooling and 
iernization, as compared with new construction Zs 
be) 
zy, 
Zun represents the expenditures per ruble of cost of the construction 
and installation work on new construction > 
fs . : } 
Ts 


For cxample, if the expenditures per ruble of the estimated costs of construc- 
tion and installation work on new construction, proceeding from the existing 
estimate norms, are equal to 80kopecks (and in retooling and modernizing ex- 


the transition to performing work on retooling and modernization--all other 
things being equal--would not decrease if the corrective coefficient equals 
1.16 (see Table 1). 
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Table ] 


-aicuiated Dimensions of Increase in the Estimated Cost of Construction and 

Installation Operations in Retooling and Modernization 

Jutlays per ruble of cost |Coefficient of increase in outlays for retooling and 

of construction and in- odernization, as compared with new construction 
tallation work on new 

construction -- 4... _ (zub9| 1.10 1.15 1.20 1.25 1.30 1.35 











0.60 1.06 1.09 1.12 1.15 1.18 1.21 
0.70 1.07 1.10 1.14% 1.18 1.21 1.25 
0.0 1.006 1.12 1.16 1.20 1.24 1.28 
0H 1.09 1.1448 1.18 1.23 1.27 1.32 


The use of such coe*tficients is feasible for projects being constructed ii ac- 
‘ordance with individual plans. With regard to those which are being erected 

: ne to standardized plans (for example, certain enterpr.ses of the bu‘ld- 
r-materials, light, and food industries, elevators, warehouses, vegetable 
torehouses, etc.), for them it makes sense to work out standardized plans for 

ie rnisation and to determine the estimated cost of modernizing these facili- 
ties by means of direct calculations, without having recourse to the aid of 
-orrective coefficients. 


~~ 


Expansion of the scope of rural construction has also led to an increase in the 
production cost of construction and installation operations. Thus, in 1980 for 
the USSR Ministry of Rural Construction'’s construction organizations the out- 
ays per ruble of the cost of projects turned over were 13.6 percent greater 
than for the country as a whole. And this despite the fact that more than 40 
percent of their capacity_has been drawn into work in non-agricultural sectors 
und in the urban economy. 


srowth of the production cost of construction and installation work ss a 
lt of the above-indicated and other objective factors could be covered by 
reduction on condition that existing reserves (potentials) were to be used. 
merous reserves for effecting savings on outlays in construction could be 
‘ombined in large groups (by trends)}4 These would include: improving the or- 
unigation of the production and the structure of the output of building ma- 
terials by types, assortment, sizes, introducing more economical types of ma- 
terials and structural components, and resource-conserving technologies for. 
r production. 


‘ would be feasible for the enterprises of the USSR Ministry of the Construc- 
tion Materials Industry to refine their structure of producing cement by 
orands (to increase the proportion of slag-based Portland cement of brands 200 
ind 300, the total number of cements of brand 300 to 23 percent, etc.); this 
would make possible an annual reduction of the expenditure of cement in con- 


truction by 200--220,000 tons and of the expenditure of fuel used to make it 
500--600,000 tons of conventional fuel. They should also speed up the in- 
troduction of the “dry” method of producing cement to replace the "wet" method 





ement produced), as well as the introduction of low- 
nology, the mechanized dehydration of slag, an increase 
prod ement made with granulated blast-furnace slags (the 
ficiency of this method is 2 or 3 times greater than the production of 
ement made of limestone, clay, or marl). Another great effect may be pro- 

i by the use of sheetrock composition boards as industrial partitions. 


time the “dry” method is used to produce about 15 percent 


is likewise necessary to increase the proportion of hollow bricks within 
tal amount of brick output. The country nox produces approximately 30 
sillion bricks a year, of which only 10 percett are hollow bricks, whereas 
the Western European countries this proportion has reached as much as 680 
recent of the total output. Great effect may be achieved in construction 
the repeated use of materials, especially metal. For example, Moscow's 
inf -concrete products plants have introduced a unit for crushing old 
ret extracting the reinforcement steel from it. As a result of such 
iligation, repeated use is gained not only of reinforcement steel, which 
n short suppiy, but thousands of cubic meters of rubble are obtained. 


fa 


e enterprises of ferrous and non-ferrous metallurgy ought to improve the 
\ructure and the assortment ot the metal products being delivered to cons~- 
truction. At the present time »‘ thin the total amount of the structurai 
teel and sheetmetal being used in capital construction, only 20--23 percent 
wccounted for by improved and high-strength steel. As a result of the 
mandatory replacement of structural steel by rolled steel, the construction 
rganizations of the "ISSR Ministry of Construction in 1981 had an over- 
xpenditure of 44,000 tons of metal, while for the USSR Ministry cf Cons- 
truction of Heavy Industry Enterprises this figure was 42,000 tons. The pro- 
portion of high-strength steel within the total output of reinforcement petal 
is insufficient. A significant portion of building materials is produced by 
mal‘-scale, auxiliary sub-divisions of construction organizations, where 
expenditures for the production of materials is higher than at large- 
‘ale, highly mechanized enterprises. 


mprovement in the supplying of contracting organizations with building mate- 
(improving the structure of norms, the organization and methods of 
livery) also constitutes a reserve for economizing on outlays. In accord- 
nce with the decree of the CPSU CC and the USSR Council of Ministers on 
mprovine the economic mechanism, construction projects included within the 
tate plan for capital construction must be converted to the comprehensive 
stem of supply of materials via the territorial organs of material and 
chnical supply upon the orders of the construction and installation organi- 
“ations in accordance with their needs, as determined by the plans and esti- 
mates. Such a method is considerably more effective than allocating materials 
construction organizations by proceeding from the norms of their expenditure 
per million of rubles of the volume of construction and installation work. 
Moreover, it will exert a genuine influence on curtailing the specific outlays 
of materials, if the latter are allocated to the construction organizations 
(comtract brigades) in accordance with the limit cards within the bounds of 
the over-all limit determined by the construction plan of this or that faci- 


tS <<, 
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Sach construction ministry kas within it reinforced concrete production 
lines; many construction organizations nave a considerabie number of inter- 
mediate centers and warehouses; as a result of this, inefficient hauls are 
permitted, there is an increase in the outlays for transportation and an 
increase in the losses in hauls. Thus, the expenditures for transport within 
the cost of cement comprise 14.4 percent, wall materials--30.1 percent, sand, 
iy pana tangy 8. and other non-ore + perpen peep than 79 percent, 


; 


751 ka, ana for pre-cast reinforced-concrete camneeas elements--727 kn.- 
The transfer by the construction ministries of a portion of the enterprises 
the USSR Ministry of Construction Materials Industry, the curtailment of 
maller transport centers and varehouses, and the transitivn to the system 
supplying construction organizations via the territorial organs of USSR 
sossnab make it possible to lower the material outlays for construction (as 
ymputed per unit of work). 


4 role of no small importance in economizing cutlays is piayed by improvement 
in the forms and methods of organizing construction production, introducing 


of labor > and operations, as well as strengthening technological and 
iuction disciplinw. Experience has shown that construction organizations 
ppl ying new efficient technological methods ani operating in accordance with 
the organizational plans and operational production (POR and PPR) expend less 
material and labor resources, as computed per unit of work. 


he poesiei li tices for reducing production costs by means of these factors 
early illustrated by the example of the introduction in Western Siberia 
of the unit-block method of construction. In particular, if petroleum-pumping 
tations were built here previously by the traditional method (i.e., at first 
e ation building was constructed of brick and reinforced-concrete items, 
en the pumping equipment was instailed in it), at present use is made 
the new, technically more advanced method. its essence lies in the fact 
that prefabrication-assembly enterprises produce "block-boxes" of petroleum- 
pumt ing stations, which are then delivered to the construction site, where 
the -ellular- type assemtly of the "block-boxes” is performed on top of the 
srvice level. When this method was used, a comparable volume of construc- 
sy and installation work on the Popovka Pumping Station, having a capacity 
f 12.5 million tons per year, on the Nizhnevartovsk--Kurgan--Kuybyshev 
eum Pipeline, was reduced from 2,370,000 rubles to 1,169,900 rubles, 
he production cost--from 2,236,000 rubles to 1,099,000 rubles, the time 
eriod required for construct..on--from 22 to 9 months. Thus, for 22 months 
f work the construction organization now receives a profit of 37,000 rubles 


aed 
; th 


or yy 
+ 


et another group of reserves for reducing expenditures lies in optimizing 
lanning solutions, scientific research, and design operations. The prin- 
‘ipal part of the total savings in material (as well as labor) resources is 
predetermined in the plans of the construction projects. The scope of the 
nsumption of building materials in the construction of facilities depends 
1 great extent on the quality of the work of the planners and the degree 
progressiveness in the planning solutions. However, it is often the case 
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that the dimensions of buildings and structures, the reserves of their 
strength, are specified in the plans as considerably greater than is required 
for the given type of production, for its normal functioning. As a result, 


there is an increase in the material-ccnsumption of the buildings and 
structures. 


Talculations have shewn that differentiating the reserve of strength of build- 
ings and tne specific expenditure of materials in constructing them, depending 
on their purpose and use of loads, improving the norms of the expenditure of 
steel structural components, taking into consideration the possible plastic 
ieformations, the stability and durability of the metal under specific con- 
jitions of construction protects and their location in various climatic and 
seismic zones of the country, the introduction of achievements in the field 
of calculating and planning reinforced-concrete structural components allow 
us to conserve, as calculated for the total volume of construction fov 1985, 
at least 1.9 million tons of metal and more than 2.5 million tons of cement. 
Valuable in this plan is the initiative of the Gidroproyekt Institute imeni 

- Ya. Zhuk with regard to lowering the estimated cost of facilities being 
planned. Its group has pledged to reduce during the 11th Five-Year Plan the 
expenditure of cement in construction of hydro-complexes being planned by 

it by 370,000 tons, and rol..ed metal--by 110,000 tons. 


Of no small importance in econonsiizing on outlays in construction is the role 
played by the observance of economically rational correlations between the 
improvement of the consumer qualities of construction vehicles and machinery 
and the growth of wholesale prices on them, the allocation to construction 
organizations of vehicles in strict correspondence with the need for them 

in the planned volume of operations, taking into account *he sufficient load- 
ing, rational distribution of machinery throughout the facilities of cons- 
truction and their transfer from one base to another, the reduction of down- 
times, improvement in the quality of repairs and servicing of the construc- 
tion equipment, etc. And finally, of great importance is improving the 
system of indicators for planning and evaluating the activities of the con- 
tracting organizations, developing cost accounting in construction, providing 
economic incentives for reducing material and labor outlays, and developing 
the initiative of labor groups in the cause of economizing on resources. 


ecinning in 1983, the five-year and one-year plans of the construction minis- 
tries and organizations have provided for the approval of assigned tasks 
with regard to the production cost of construction and installation opera- 
tions, and within these tasks--a limit (boundary level) of material outlays 
‘in monetary terms) per ruble of operations. This will allow us to more 
effectively influence the reduction of outlays in construction and the in- 
‘rease of profits based on this. 


The experience of the LiSSR Ministry of Construction has shown that the new 
methods of planning and economic incentives introduced here, in particular, 
the calculations on completed facilities, the introduction of elements of 
sectorial cost accounting, based on the normative distribution of profits, 

the planning and evaluation of labor productivity with regard to the normative 
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conventional-net output have also facilitated the lowering of the production 
cost of construction and installation work and the growth cf profits. As 

a result, the outla s per ruble of completed projects were reduced from 97.6 
kopecks in 1980 to 96.8 kopecks in 1981. In our opinion, greater influence 
could be exerted c1 lowering the producticn cost of constructicn and instal- 
lation work by us ag for planning purposes the wage fund and for the nonitor- 
ing control over its 2xpenditure the indicator known as the “normative net 
output” instead of the indicator known as the “normative conventional-net 
output.” 


In 1961 the system of awarding bonuses was introduced for workers of enter- 
prises (organizations) of all sectors of the national economy (including 
construction) for savings on material resources (reducing the actual expen- 
diture in comparison with the technically well-grounded norms of expenditure). 
For making such bonus awards funds can be expended from the cost of savings 
on diesel fuel (up to 35 percent) and electric power (up to 75 percent), 
savings on building materials at the estimated prices (up to 60 percent), and 
for savings on precast structural components and parts--up to 0.4 percent 

of the cost of these structural components and parts at their estimated pri- 
ces in the production of work by the construction and installation organi- 
gations.’ Bonuses are included in the production cost of construction and 
installation work. Inasmuch as a portion of the sum of the savings on mate- 
rial resources is spent for the award of bonuses, the achievement of such 
economies also leads to a lowering of the production cost of construction 

and installation work. 


In analyzing the factors of change in profits, one must take into considera- 
tion that the balance-sheet profit of contracting organizations is calculated 
by proceeding from the profit derived from the sale of marketable construction 
output. In turn, the profit from turning over projects is determined in the 
following manner: 


Py = En + Eo — Ek 


where Ey represents the savings from lowering the production cost of construc- 
tion work and the planned accumulations in unfinished production at 
the beginning of the year; 
Ep is the same thing at the end of the year; 
Ey is the same thing for the total volume of work completed during the 
year. 


Consequently, the dimensions and dynamics of the profits derived from turning 
projects over to customers are influenced by the dimensions and dynamics of 
the savings with respect to the total volume of construction projects comple- 
ted and unrealized profits. 


Analysis of the data of construction organizations whose activity over the 
course of several years has been evaluated with regard to the putting into 
operation of production capacities and facilities, marketable construction 
output, the growth of labor productivity and balance-sheet profits, hag shown 
that the new indicators have provided them with an impetus to inciease the 
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volume of marketable construction output by means of a relative curtailment 
of the dimensions of unfinished construction production and therehy increase 
the sizes of the profits made from turning over projects relative to the to- 
tal sums of the sayings on projects completed during the year (see Table 2). 


However, aiong with this positive factor, certain construction organizations 
also utilize another way of increasing their total profits from turning over 
projecis--they inflate the production cost of the unfinished production of 
construction and installation work in order to accordingly reduce the pro- 
duction cost of work on facilities turned over to the customer and to in- 
crease the total profits on turning them over during a given year. 


As may be seen from Table 3, a paradoxical picture is obtained: in the pro- 
cess of building a facility the outlays on it exceed the cost of the conm- 
pleted work, but when the facility has been turned over, they prove to be 
less than its cost. Obviously it is necessary to set up a reliable account 


Table 2 


Relative Dimensions of the Cost of Projects Turned Over and Profits for the 
BSSR Ministry of Industrial Construction and the LiSSR Ministry of 








vonstruction 
BSSR Ministry of Industrial LiSSR Ministry of Construction 
Construction 
Years Cost of projects Profit fron Cost of projects Profit from 
turned over to turning over turned over to turning over 
the customer rojects the customer projects 
(in % of cost of (in % of sav-(in % of cost of (in % of savings 


those completed ings on to- those completed oon total volume 
during the year) tal volume during the year) completed dur- 





completed dur- ing the year) 

ing year) 
1975 88.8 92.0 96.7 91.4 
1976 89.8 86.9 90.0 92.6 
1977 90.0 88.8 107.5 115.2 
1978 96.2 102.3 97.2 112.4 
1979 95.9 108.8 98.6 213.4 
1980 100.4 115.6 104.9 157.4 
1981 96.9 98.4 99.3 79.0 


NOTE. The BSSR Ministry of Industrial Construction switched over to evaluat- 
ing marketable construction output in 1975, while the LiSSR Ministry of Con- 
struction did so in 1977. 











Table 3 


Relative Dimensions of Profits from Turning Over Projects and Savings in 
Unfinished Construction Production for the USSR Ministry of Construction 
and the LiSSR Ministry of Construction 


(As a % of savings on projects completed during the year) 
Savinge ."f" Savings on Savings xt Profits from 
on 











Losses (—) on completed Losses (— turning over 
unfinished con-projects dur- unfinished con- projects (gr. + 
Ministries struction pro- tng the year struction pro- gr. 3 — gr. 4) 
duction at the duction at the 
beginning of end of the year 
the year 
1 2 3 4 5 
USSR Minis- 
try of 
Construction 
1980 —39.7 100 —19 79 3 
LiSSR Minis- 
try of 
sonstruction 





not only of the production cost of the projects completed during the year but 
also of the unfinished construction production, as well as that of the con- 
struction and installation operations on the facilities turned over. 


[n order to determine the reserves for lowering the production cost and in- 
sreasing profits, the following items are necessary: a standardized classi- 
fication of factors for changing production costs and profits, as well as re- 
serves for lowering the production costs; a reliable accounting of expendi- 
tures and losses; an integrated methodology for the factor analysis of chan- 
ses in the production costs and profits, along with a regular conduct of 
such an: analysis. The construction ministries and their sub-departmental 
planning and other organizations conduct an annual factor analysis of the 
changes in the production costs and profits with respect to the given annu- 
al reports of the construction organizations and the explanatory notes to 
them. 


However, we have still not worked out an integrated (standardized) classifi- 
cation of the factors for changing production costs and profits, an integrat- 
ed (thoroughgoing) methodology of their factor analysis. Using the data of 
the annual accounts, one can determine the influence of only part of the fac- 
tors. Data on the effect of certain others are included in the explanatory 
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notes to the annual reports, but not ali the construction organizations compile 
them in a volume which is sufficiently full and necessary for analysis. As 

a result, the simmarized data of such an analysis with respect to the cons- 
truction ministries are insufficiently complete in a number of instances. 


In crder to ensure a reliable revelation of the causes (factors) of the chan- 
ges in production costs and profits, reserves for lowering production costs 
and increasing profits, evaluations of the activities of construction orga- 
nizations and providing incentives to workers for lowering preducticn costs 
and increasing profits achieved as a resuit of the infiuence of factors de- 
pendent on the activity of the given organizations, it is, consequently, nece- 
ssary to have an acceptable methodology for a factor analysis of the changes 
in these indicators. Such a methodology must be uniform for all tie links of 
construction. Moreover, it should be based on an integrated classification 
of the factors involved. As the conversion is made from certain links to 
other, larger ones, the set of factors can be increased (for example, at tie 
ministerial level the influence of such a factor as the change in the propor- 
tion of operations in the country's northern regions may be defined). It is 
important to impart to this methodology a multi-aspectual nature, i.e., to 
group together individual factors being applied to various aspects of the 
analysis in such a way as not to allow a repeated <alculation. Implementing 
these two requirements allows us to compare the influence of individual fac- 
tors and dimensions of reserves with regard to individual construction sub- 
divisions at every level, as well as to determine the factors and reserves 
with regard to the ministries, republics, and sectors by means of summari- 
zing the data of the individual construction organizations. 


It is also important that the determination of the influence of factors on 
changing the production costs and profits and the reserves for increasing 
the latter to the maximum degree possible be aimed at utilizing the data 
of the annual reports of construction organizations (on their part, the an- 
nual accounts must contain the maximum indicators necessary for a factor 
analysis and a determination of the reserves for lowering production costs 
and increasing profits). It is nece sary to correctly distribute the factors 
among two groups: those dependent and those not dependent on the results of 
the work of the contracting organizations, to establish which factors and 
to what degree may be considered as reserves for lowering production costs 
increasing profits) and the correlations between the sizes of the factors 
on the reserves. Thus, if the losses as a result of the payment of com- 
pletely interchangeable and internally interchangeable down-times of workers 
during a base year amounted for a ministry to 600,000 rubles and in the en- 
suing year--to 650,000 rubles, then the production cost of the construction 
operatiors as a result of the influence of these factors would increase by 
50,000 rubles, while the reserve for reducing expenditures would equal 650,000 
rubles. 


FOOTNOTES 


1. I. N. Dmitriyev, "“Economizing on Materials in Const:ruction,” EKONOMICHES- 
KAYA GAZETA, No 18, 1982. 


2. EKONOMIKA STROITEL'STVA, No 4, p 64. 
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3- SOTSIALISTICHESKAYA INDUSTRIYA, 9 April 1982. 





4%. See I. N. Dmitriyev, "“Economizing on Materials in Construction,” EKONO- 
MICHESKAYA GAZETA, No 8, 1982; Yu. M. Vinogradov, “Expend Material Re- 
sources in an Economic Manner,” EKONOMIKA STROITEL'STVO, No 5, 1982; A. A. 
Borovoy, “Scientific and Technicai Progress in Capital Construction,” 
EKONOMIKA STROITEL'STVA, No 6, 1982. 


5. See P. D. Podshivalenko, "Ways of Curtailing the Costs of Construction,” 
VO-ROSY EKONOMIKI, Ne is 1981, pp 27--28. 


6. Yu. Batalin, "The Unit-Bloc Method of Construction,” VOPROSY EKONOMIKI, 
No 8, 1980, pp 16--17. 


7. The awarding of bonuses should be conducted only in those organizations 
and on these construction projects where the established procedure is 
followed in appreving production norms for the outlay of building ma- 
terials and the proper accounting has been organized for the expenditure 
of materials and structural components. Moreover, projects using the 
above-mentioned materials and structural components must be completed in 
accordance with the technical specifications and construction norms and 
regulations. 
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CONSTRUCTION PLANNING AND ECONCMICS 


iNTEREST RATE IMPACT ON UNFINISHED CONSTRUCTION EXAMINED 
Moscow FINANSY SSSR in Russian No 6, Jun 83 pp 48-52 


[Article by A. N. Molchanov, doctor of economic sciences; professor at 

the Leningrad Institute of Finance and Economics; and Ho Suan Fong, graduate 
student: “On the Essence and Boundaries of Loan Interest and Its Role 

in the Credit-Financing of Unfinished Construction” ] 


[Text] The procedure adopted by USSR Stroybank [All-Union Bank for Financing 
Capital Investments] for the credit-financing of expenditures on unfinished 
production is linked to the exis.ing system for planning the commodity 

output of construction and to the procedure for settling accounts between 

the client and the contractor for totally completed enterprises and facilities. 
In accordance with USSR Stroybank instructions of 8 February 1980 on the 
credit-financing of contractor organizations, at the beginning of the year 
construction and installation organizations are to be granted credit which 
they are to use as working capital to defray costs in the period betweer. 
credit adjustments. In granting loans to defray the cost of unfinished 
construction and installation work and in the verification of the security 

for these loans in the course of the year, normative working capital used 

to meet this cost in the period between credit adjustments is not counted 

as a defrayal source. This type of credit is a constant component of the 
contractor enterprise's circulating capital until the end of the year. 

When the loan account is adjusted on the last working diy of the year, 

all sources are brought into line with the sum cf credit-financed expenditures. 


The result of this procedure is that the contractor organization will have 
among its circulating capital a cash surplus in the initial period between 
adjustments of the loan account which will not disappear formally until 

the day on which the loan account is adjusted. But after the adjustment 

of its indebtedness, the contractor organization will once again have surplus 
cash at its disposal in an amount equal to its normative working capital 
sufficient to defray 8.3 percent or 4.2 percent of the cost of year's volume 
of work in accordance with the policy of adjusting the loan account once 

or twice a month. Moreover, since the credit that is used to form normative 
working capital is excluded from the indebtedness adjustment process, the 
credit that is used to defray the cost of unfinished production in the 
period between adjustments of the loan account is in actuality unsecured. 
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Practice has shown that constructicn organizations frequently experience 
financial difficulties. As a result, they constantly resort to making 
unscheduled adjustments of the loan account in order to obtain payroll 
funds and to meet other expenses. For example, on 20 February 1981 the 
indebtedness of the accounts receivable/payable department of the LPSMO 
[Leningrad Construction-Installation Production Association] of Glavzapstroy 
[Main Administration for Construction in Western Regions] was 2200 thousand 
rubles. The entire loan received on 19 February 1981 for unfinished produ<tion 
wes used to make a late loan payment in the amount of 1625 thousand rubles. 
The association did not have sufficient funds to meet its payroll which 
exceeded 609 thousand rubles a month. Because of a shortage of own working 
capital, it was not able to use a bank loan to meet its payroll. For this 
reason, starting in March 1981 the Smolnyy branch of the Leningrad Oblast 
Otftice of Stroybank [Lenobistroybank] began making unscheduled adjustments 
of loans for unfinished production. The adjustments were wade four times 
month and as a result the amount of advanced credit was reduced from 
4.2 to 2.1 percent. 


The reason for such negative phenomena is to be found in the credit~-financing 
procedure based on simple loan accounts. The practice of advancing credit 
in an amount sufficient to defray costs in the period between adjustments 
of the loan account does not serve to strengthen the financial status of 
contractor organizatiuvns and contradicts the basic principle of socialist 
credit--security. The evaluation of performance on the basis of the final 
result and the particulars of circulation cf working capital in unfinished 
construction output in the settlement of accounts relating to the commodity 
output of construction require a method of credit-financing that would 
make it possible to grant credit when it is needed and to return it to 
the bank the instant there is no longer a need for borrowed capital. In 
ir view, the credit-financing of expenditures on unfinished production 
[rom a special loan account wili make it possible for construction organizz- 
ations to meet their expenditures on time. This will help to eliminate 
the shortcoming of the existing credit-financing procedure and in particular 
the practice of granting loans in the form of advances fcr the creation 
of normative [working capital]. 
The expansion of credit relations with contractcr organizations and the 
ncrease in the volume of credit-financed investment necessitate tighter 
bank control by the ruble and a higher level of economic work by the bank. 
\n effective form of control is the differentiated approach to credit- 
financing which confers favored treatment or invo’'es sanctions. A most 
important feature of the differentiated approacr to credit-financing in 
nstruction is the practice of evaluating the py rformance of contractor 
‘rqanizations according to the end results of their work, i. e , accordins 
to the fulfillment of the plan to activate production capacities and facilities, 
the plan for commodity output of construction, the plan for increasing 
labor productivity, and the profit plan. 


im the credit-financing of unfinished construction and installation work 

before a facility is actually turned over the the client, the principal 
economic load from the standpoint of stimulating the observance of construction 
leadlines and the activation of production capacities on or aheed of schedule 
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is borne by bank interest. The practice of allowing contractor organizations 

to use credit even if they fail to meet the deadline for the completion 

of the work must be accompanied by the increased financial liability of 
enterprices for the losses that the national economy sustains due to the 
nonfulfillment of plans for activating fixed capitée!l. This finds its reflection 
in cost accounting activity and in particular in the size of the material 
incentive fund. 


in elaborating substantiated interest rates for credit, it is essentisi 

to proceed first and foremost from the economic content of interest under 
socialism. In the economic literature, various points of view are expressed 
concerning the essence and role of bank interest. Some economists maintain 
that under socialism bank interest expresses che particular price of credit 

ind that credit is a certain type of commodity. For example, Professor 

O. I. Lavrushin writes that “this doez not mean that we cannot determine 

the essence cf interest as an ixrational price of.the loan fund that the 

state uses to regulate cost accounting activity.” Another group of economists 
believes that interest is payment for loaned funds. 


The intensification of the stimulating role of interest stems not only 
from changes in interest policy (the rise of the interest lavel, the differ- 
entiation of this level depending on the nature of the credit-financed 
pro lect, the time for which the credit is granted and the time in which 
it must be repéid) but also from the considerable expansion of the boundaries 
of credit-financing and the improvement of its methods. Until recently, 

the settlement of accounts for entire projects or for major phases of 
projects, a considerable percentage of the sources of the working capital 
invested in unfinished production was formed from ac-ances tendered by 
the client. Accordingly, contractor organizations did not make payments 
for capital to the budget but instead paid interest to the bank for credit 
which they used as working capital to finance the planned volume of unfinished 
construction and installation work. However: the interest rate for credit 
granted to finance the above-norm planned volume of unfinished production 
was negligible. For this credit, contractor organizations were charged 
two percent for loans repaid on schegule, five percent for defaulted loans 
snd four percent for deferred loans. As a consequence, the impact cof 
bank interest on the production and financial performance of contractor 
rganizations was very limited. 


At the same time, the amount of interest paid depending on the share of 

credit in sources of working capital and the sum of overdue indebtedness 

»9f many contractor organizations were substantial and fluctuaced over a 

broad range. In Glavzapstroy in 1978, for example, credit comprised more 

than 98 percent of the sources of working capital used in unfinished production 
while the share of interest on credit-financed investment in unfinished 
production was more than 20 percent of estimated profit More than 15 

percent of this credit was used to pay defaulted loans. 


The following data attest to the fact that defaulted loans are the reason 

why a considerable part of the profit is used to pay bank interest. In 

the first half of 1979, Glavzapstroy was faced with substantial costs relating 
to facilities that were not commissioned on schedule--853 million rubles 
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or 17.8 percent of total unfinished production. As a result, of the interest 
actually paid for credit used to finance unfinished production (3448 thousand 
rubles), defaulted loans amounted to 24.9 percent or 860 thousand rubles. 


The same situation was observed in the case of contractor organizations 

that failed to meet their plan targets for activating capacities and faciiities 

and their profit plan. Thy paid betweer 30 and 50 percent of their profits 

in interest. Practice has shown that when economic activity is normal 

and when financial discipline is observed, a smgli percentace of prefit : 
(approximately 2.4 percent) is paid for credit. 


The question arises: who should pay the interest on defaulted loans when 

the deadline for commissioning projects is not met due to reasons that 

are beyond the contractor‘’s control? After ali, the commissioning of capacities 

on schedule depends on the activity of all participants in the investment 
rocess. However, financial liability to the bank for faiiure to meet 

construction deadlines is primarily borne by the contractor organization. 

According to the data cf Glavzapstroy of USSR Minstroy [USSR Ministry of 

Construction], as of 1 January 1981 the bank had collected approximately 

iS million rubles in higher interest for credit granted to finance unfinished 

construction and insgallation thet was not completed on scheduie at the 

fault of the client. 


under the new conditions of econoric management, construction organizations 
can in principle receive compensation for losses resulting from such interest 
payments from the client if he is to blame for the failure to meet the 
construction deadline. We believe that if the contractor organizations 

are not to blame for the failure to meet the deadline, some of tne higher 
interest should be charged against the guilty party. 


The principal feature of the present practice of continuous credit-financing 
of the unfinished production of contractor organizations until the actual 
deadline for commissioning production capacities and facilities is the 
relatively low interest rates charged for loans repaid on schedule and 
the markedly higher rates that are charged for credit if the construction 
deadline is not met. Thus in the case of an enterprise ‘facility) that 
Syuilt on the basis of credit granted to contractor organizations in 
the sum of the full estimated cost, when the initially established deadline 
for commissioning the enterprise is past, the interest on credit becomes 
1.5 percent annual interest (compared with the normal rate of 0.5 percent). 
fhe following higher cates were used in the experiment of settling accounts 
for tinished projects (primarily in the case of organizations engaged in 
the construction of agricultural facilities): 6 percent annual interest 
for sarpassing the deadline for commissioning a project between 3 and 6 
months; and 10 percent for more than 6 months (compared with the normal 
rate of 2 percent). For all USSR Minpromstroy [USSR Ministry of industrial 
Construction] construction organizétions that were as of the year 1976 
converted to the practice of settling accounts with clients for totally 
completed enterprises, priority complexes, nhases, and facilities, higher 
rates are charged for the use of credit in the first 3 months following 
the expiration of the deadline in the amount of two percent; thereafter, 
the rate is five percent (compared with the normal sate of one percent). 











in the interest of intensifying the impact of credit on increasing the 

tiveness of social production, on accelerating the activation of production 
cities and fixed capital, and on reducing the volume of unfinished 
‘onstruction, on 21 April 1980 the USSR Council of Ministers adopted 4 
lecree "On Interest Retes for Using Bank Crecit.”* According to the decree, 
he interest rate on credit used to finance the costs of contractor organiraticns 
in unfinished construction end installation work up until the schedul<4 
jeedline for commissioning compieted enterprises, priority complexes, phases 
ind facilicies was set at 0.5 percent annual, 1. e., the minimum rate. 
If the deadline is not met, the rate rises sharply to four percental annual. 
[f one considers the fact that the credit system of financing costs, all 
untinis*ed production will be carried on the balance of the contractor 
organizatior, the higher interest rate will substantially influence its 
tinancial position. 


In Our Opinion, the use of dramaticaliy nigher interest rate for the use 

f credit following the scheduled completion cf the work must become one 

of tne weys of compensating the economi: damage that is caused by the violation 
f deadlines for commissioning capacities and facilities. This is why 

the question of raising interest and the procedure for paying this interest 
“cupies an important place in the mechanism of credit-financing of unfinished 


production in the settlement of accounts for the commodity output of construction. 


im construction (unlike industry) the time it takes to create fixed productive 
‘apital is measured by the time that capital investments are in the sphere 
infinished construction; the time for realizing the economic return 
measured by the time [the capital is used] in the current production 
sphere. Accordingly, the efficacy of the credit-financing mechanism must 
be raised with due regard to such time factors as the normative duration 
of construction, the running-in time for production capacities and the 
capital investment recoupment time. There is every justification for making 
the general contractor financially liable for the observance of construction 
leadiines and for the commissioning of production capacities and facilities 
m schedule. The violation of these deadlines postpones the realization 
f the calculated economic effect in the current production process and 
eads to the lowering of the rate of accumulation in the national economy. 


the basis of the foregoing, some economists conclude that the amount 
higher interest that contractor organizations ought to be charged for 
failing to commission projects on schedule should be based on the analysis 
f their cost accounting activity which makes it possible to ensure the 
economic effectiveness of investments in fixed productive capital. In 
»ther words, the higher interest rate must gpproximate the level of the 
rmative effectiveness coefficient (0.12). 


Economic limits to bank interest can be established on the basis of the 
profitability of contractor organizations. However its rates cannot be 
determined at the level of their profitability since this would deprive 
contractor organizations of all profit obtained through credit and would 
strip them of the opportunity to form economic incentive funds from it. 
The bank's interest rate for credit must be sufficiently lower than the 
profitability level of the contractor organization so that it could become 
an economic lever in cutting construction time and hence in attaining high 


profitability. 
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In recent years, the level of the latter has declined both in the construction 
industry on the whole and in many contractor organizations. In most instances, 
this decline has been caused by factors that are independent of the activity 

of the contrector organization: rises in suppliv costs, changes in the 

routing of supplies compared with those specified iin the estimate, higher 
percentage of sbiprents by truck than by reil, etc. Construction organizations 
reached the highest level of profitability in i?75. tt declined in subsequent 
fears and was 13.4 percent in 1978. Thus, while the level of profitebility 

of the BSSR Mjinpromstroy was 12.56 percent in 1975, in 1978 it was only 

9.44 percent. According to ex post data of Glavzapstroy, it was 10.31 

percent in 1979 compzred with 13.9 percent in 1978. 


In our view, taking into account the present system of payments to the 
budget for productive capital, a higher rate shouid be established for 

the credit-financing of unfinished production of contractor organizations 
tollowinrg the expi tation of the deadline for commissioning enterprises 
(facilities); this rate should be set at six percent annual, i. @., at 

the level of the maximum payment for capital instead of the existing rate 
of tour percent. This measure will make it possible to involve bank credit 
in the effort to make capital investments more effective and to transform 
it into an effective factor in the economic mechanism. 


Conventional bank interest should be 0.5-l1 percent annue as was the practice 

in the long-term credit-financing of capital investments. This is entircly 
appropriate since unfinished construction as an indicator in capital construction 
joes not cease to be such when its cost is reflected in the balance of 

basic activity of contractor organizations. The normative rate of 0.5 

percent is used when enterprises are built on the basis of credit granted 

to the contractor in the amount of the full estimated cost of the enterprise 
indec construction; the rate of 1 percent is the rate for credit in construction 
organizations belonging to the BSSR Minpromstroy. 


There some who believe that interest for a scheduled period in the credit- 

financing of unfinished production should be raised to the level of normative 

effectiveress of capital investments. It should be noted that in the given 
instance, the sums of high interest paid to the bank for credit used to 

ficance the planned volume of unfinished production should under the existing 
ystem for distributing profits be incorporated as planned payments in 

the financial plans of construction organizations. Therefore the economic 
impect of the high interest rate will be chiefly manifested when the actual 
volume of unfinished production exceeds the planned volume, i. e., when 
leadlines for activating production capacities and facilities are not met. 

Practically speaking, onty the part of the payment for credit that is associated 

with the interest surcharge for the above-plan part of the unfinished production 

will be reflected in the size of the material incentive funds. But after 

sll, this kind of influence by the ruble on the activity of contractor 
(rganizations can be attained without increasing normal rates for credit 

used to finance unfinished production. 


\ similar result from connecting the time factor to the cost accounting 
ystem will also be achieved when interest raised to the level of the normative 
payment for capital will be collected from the contractor organization 





pon expiration of the planned, contractual deadline for turning the finished 
project over to the client. What is more, unfinished production sithin 

» established construction deadline is an objective necessity and should 

t be viewed as a shortcoming in the work of contractur organizations, 
is ineffective expenditures cf labor and reso rces 4nd hence subject ‘to 


igher interest rates. This is why we consider it expedient to preserve 
~ he @KISting pracrice of charging ©.5-1 percent interest for credit useu 
to finarce unfinished construction, as was the practice before the acoption 
ff the atorementioned decree of the USSR Touncil of Ministers. 
ecards ceduced interest rates, it should be said that when work is 
ompleted on priority projects ahead of schedule, they give contractor 
lions an additional financial effect from their saving on overhead 
expenses, trom reducing outlays on paying planned interest for credit and 
Ss 4 resu of sharing the client’s profit from enterprises put into operatio. 
ead edule 
tractor organizations must bear direct financial liability in the form 
iighe nterest payments as a result of above-plan volumes of unfinished 
fucti financed by bank credit that arise due to the nonfulfiliment 
targets for commissioning production capacities and facilities. This ’ 
t als be reflected in prorits through higher interest charges for factual 
ts (in the capacity of uplanned construction costs). Such a measure 
. jive economic impetus to contractor organizations to try tv increase 
profits not only through direct economies of labor and material resources 
1l\so by reducing planned construction time and on this basis by reducing 
payments for the use of credit granted for the financing of unfinished 
fuction. Given such a resolution of the problem, the formation of economic 
entive funds from profits will depend on the attainment of the main 
ective cf construction--the activation of capacities and facilities 
within the scheduled time. 
FOOTNOTES 


ivrushin, “*Ekonomichesiaya rol’ bankovskcogo protsenta® [The 


nomic Role of Bank Interest!, Moscow, Finansy, 1977, p 41. 
ee: P. D. Podshivalenko and M. A. Pessel’, “Rol’ banka v povyshenii 
effektivnosti kapital'nykh vlozheniy” [The Role of the Bank in Increasing 


the Effectiveness of Capital Investments], Moscow, Finansy, 1980, 
p 155; V. A. Gnatov, Yu. I. Kondratenko, et al, “Kratkosrochnoye kredit- 
vanie v stroitel'’stve* (Short-Term Credit-Financing in Construction], 
Moscow, Finansy i statistika, 1981, p 29. , 


see: “Ukazaniya Stroybank SSSR of 18 yanvarya 1968, No 16° [Instruction 
No 16 of USSR Stroybank dated 18 January 1968]. 


4. Calculated by us on the basis of data supplied by the Leningrad Oblast 
Office of Stroybanx. 


See: L. I. Kopnina, “The Role ot Interest on Credit in the Activity 
f Contractor Organizations,* EKONOMIKA STROITEL'STVA, No 7, 1981, 
p 40. 


2k 








6. 


,0PY 


5013 


or 
CSU: 


See: L. N. Malysheva, “Financial and Credit Levers and the Effectiveness 
of Construction Output,” EKONOMIKA STROITEL‘STVA, No 10, 1981, p 23. 


See: O. I. Moyzhim and A. B. Gasa, “Finansovyye otnosheniya pri 
raschetakh za gotovuyu stroitel‘nuyu produktsiyu” [Financial Relations 
in the Settlement of Accounts for Finished Construction Output], Moscow, 
Finansy, 1978, p 123. 


See: Ye. P. Semirenko and N. V. Titenskaya, “Voprosy usileniya roli 
finansov i kredita v povyshenii effektivnosti proizvodstva i kachestva 
produktsii® [The Question of Upgrading the Role of Finance and Credit 
in Increasing the Effectiveness of Production and Improving Product 
Quality], Moscow, MFI, 1980, pp 75-81. 


RIGHT: “Finansy SSSR“, 1983 


1821/126 


25 











CONSTRUCTION PLANNING AND ECONOMICS 


COORDINATION LAG BETWEEN PLAN, WORKER INITIATIVE DEPLORED 
Moscow PRAVDA in Russian 22 Jun 83 p 2 


[Article by special correspondent A. Chekalin: “Independence: Problems and 
Discussion” ] 


[Text] It was stated in the speech by comrade Yu.V. Andropov 
at the CPSU Central Committee June (1983) Plenum that insuring 
well-organized, uninterrupted operation of the entire economic 
mechanism is a requirement for today and a program task for 
the future. 


One problem in improving the economic mechanism is combining 
centralized planning and the independence of labor collectives. 


The principle of independence is also fruitful in the production sphere. The 

need to cover expenditures from incomes induces the labor collectives to 

reduce costs when fulfilling orders. However, there are still many that live 

in debt to the state. Last year, construction workers in the "Elektrometallurgstroy" 
association who built the Oskol Electrometallurgical Combine spent R1.30 for 

each RI received from the client for completed work. Instead of income, 

losses ran at about R10 million. 


re 


"The losses at the ‘'Elektrometallurgstroy' association are mainly the results 
of unskilled production management and poor work by the economic and engineering 
services..." 


The conclusion appears just. It immediately comes to mind just by looking 

at operations. The whole time it is a matter of unforeseen stoppages. The 
same tasks are transferred several times from one record sheet to another. 

The mutual complaints pour in. It seems that passions are heated to the 
limit. But an assurance has been made that the work will be done by such- 
and-such a date even though few believe it, and the polemic suddenly stops. 
Instead of a search for the sources of the confusion a way is seen for solving 
questions. 


But in the brigades there are stoppages, spoilage, poor work. There is no 
delivery of complete sets of materials and structures. During the year almost 
Rl million of supposed ground work were listed. 
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And now matters have reached impasse. At least once a month the first deputy 
minister of the USSR Ministry of Construction of Heavy Industry Enterprises 
visits the site. For two or three days each wee« the chief of "Tsentrotyazhstroy” 
(of which the association is part) is found almost without pause with his 

deputy. The oblast party headquarters is acting. In short, there is more 

than enough of control and help. But construction is only so-so. Can it 

really be that everyone is incompetent? No, we do not say that. 


Remember the two obligatory prerequisites for successful work in any collective. 
First amd foremost there must be a sufficiently strong motive for working 
productively and for trying to achieve the best national economic result at 

the least cost. If over a long period the economic existence of many 
unprofitable organizations is possible, this means that this motive has been 
suppressed. 


it seems that everything is clear: work better, pay off the debts, and the 
bonuses will be bigger. And vice versa. However, today wages for the managers 
and engineers in construction are set, guaranteed. Regardles of what happens 
at the cashier's window, they will get their own fixed salary come what may. 


An incentive motive, of course, is not limited only to personal interest-- 

pay and bonuses. Full cost accounting--this is its main content. An enterprise 
that is working well should automatically have opportunities for a comfortable 
existence. But last year alone the association lost several million rubles 
because materials, equipment and freight charges were more expensive than 

the client could afford. The fact is that new prices were introduced in 
industry and this was not fully considered in the estimates for the construction 
ot the combine. 


Many examples could be cited cf the mess in the collective’s cost-accounting 
interests because of the troubles in the management mechanism. The profit 
made by the leading subdivisions is sometimes withdrawn without any payback. 
The profit norm established for the project does not cover the costs of 
expanded reproduction.... There is no shortage of recommendations on how 

to set things to right. But is it impossible to forget that the enterprise 
does not live and operate in a vacuum. 


The brigade of Ivan Shashko officially refused to conlude a contract agreement 
with its management for the construction of one of the assemblies in the clectric 
steel smelting shop. 


"What sense is there in a contract just for formal accounting?" The voice 
of linkman Yevgeniy Rogachev was filled with resentment and fury. "We spent 
two weeks messing with trifles; there were no fittings. Absenteeism during 
this time was double the rate for the rest of the year. Only half the work 
was done. It's better to work without a contract--at least we don't have 

to stand about just talking." 


The trouble for this brigade started with the second part of the greenhouse 
where it was working on contract, when in Janaury it was excluded from the 
plan. The USSR Ministry of Construction of Heavy Industry Enterprises and 
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the USSR Ministry of Ferrous Metallurgy were unable to settle the capital 
investment plan in good time. Many collectives later suffered because of 

this, including the one led by Vyacheslav Andryushenko. I went to this brigade 
to learn at firsthand what dissatisfied it about the contract that it had 
refused to sign. At the very time when the brigade council was arguing about 
this with the workers in its own construction office, the chief of the 
construction and assembly administration came into the room. 


"The dispute is in vain,™ he said, cooling the hotheads. "We have an urgent 
order from the ministry. Half your project is no longer in the plan and work 
on it is to stop.” 


Improvement in construction does not depend only on the quality of planning. 
In February the whole construction site was in a fever because of a shortage 
of fittings. The metallurgical plants were fulfilling orders poorly. But 
we had scarcely exchanged more than a few words with the chief of the local 
subdivision of the USSR Gossnab, when a petition appeared in the office from 
the "Belgorodpromstroy" trust. It was a letter from the deputy chief of 
"Tsentrotyazhstroy" VY. Filonich, with instructions to send him the metai 
earmarked for the “Elektrometallurgstroy" stores. 


Of course, there is nothing wrong with helping a neighbor, especially if he 
is in your own system. But it should be done on a reciprocal basis. However, 
according to the observations of Gossnab workers, the flow of resources out 
of Belgorod, where the superior organization is located, is a lot less than 
the flow in the opposite direction. 


An obvious violation. But... If the level of wages for the managers of 

the subdivisions were firmly linked to concrete management results they would 
sound the alarm and use all formal channels to improve the results of labor 
by the construction subdivisions and thus defend their own interests. They 
would fieht to the death for a realistic, balanced plan. But they more often 
choose the private style of management. They think it "bad form" to act 
according to the law. The norm is tolerance of plan disruption. 


True, one formalist, in the best sense of the word, was found. The USSR 
Ministry of Installation and Special Construction Work "Tsentrtekhmontazh" 
trust began one after another to impose sanctions on the construction 
‘rganizations of the USSR Ministry of Construction in Ivanovo, Kalinin and 
other oblasts. The basis for this was that they were including in the plan 
either on their own or other's initiative, unrealisitc projects. And who 
went to the defense of the future disobliging partners? In addition to the 
USSR Ministry of Construction, which was quite natural, there were also the 
USSR Gosstroy and organs of the USSR State Board of Arbitration. But it is 
correct procedure that they are called upon to confirn. 


Order at the construction sites depends also on the local party organs. In 
Saratov Oblast, for example, as a rule "noncompletion” was brought down to 
the normative during the period when: projects are being commissioned. This 
is achieved largely thanks to the fact that the oblast party committee has 
managed with the aid of the bank workers to sharply raise the quality of the 
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plans themselves. And in Staryy Oskol the party committees also do a great 
deal to combine the efforts of those participating in construction for the 
sake of their common goals. But some facts give cause for alarm. 


At one of the meetings a party obkom official reproached the client and the 
contractor in a most serious fashion: they had blundered, he said, by not 
insisting on including in the plan the construction of an airport and 
greenhouses: it is essential, he says, to seek out reserves... 

The bit about “reserves,” of course, was for the sake of propriety. Even 

though the construction workers had again fulfilled their plan! However, 

to judge from earlier practice, the reproach was not without consequence. 

The more so since the ministries participating here failed utterly to react. 
Last year work worth hundreds of thousands of rubles was done by the association 
either without a plan or above the plan! They built a warehouse for mineral 
fertilizers, and that same airport, and other projects. The bank provided 

no loans for these construction sites. It was understood that people and 
materials would be brought from projects nearing completion. Perhaps this 

is why last year the pelletizing factory was started up late? 


Today, problem number one in the construction of the electric steel smelting 
shop is delay in the assembly of metal structures. The lagging has been going 
on since last year. Some of the articles were not delivered at that time 

from the Belgorod metal structures plant. Instead, almost 1,500 tons above 
the plan were sent to other construction sites in the oblast. On what basis? 
On the instructions of the local organs. 


That the countryside needs help is beyond dispute. But not by recarving the 
state plan to suit individual purposes. Without introducing disorganization, 
the proper way is to help through the plan. 


Even given a certain laqk of defense against arbitrary decisions, in dozens 

of construction organizations they are actively rationalizing the management 
system. In particular, in “Apatitstroy," "“Saratovgesstroy”" and "Soyuzintergazstroy 
But in many subdivisions a system of, as they say, unsystematic work is 
flourishing, a system in which they do not inquire into the reasons for 

stoppages; they just fill the gap on a minute-to-minute basis, even though 

tomorrow they may occur again for exactly the same reasons. They prefer 

"good" relations, especially with superior organs: in the event of serious 
disruptions, they say, they will be punished but not ruined. 


However, tolerance toward plan disruption, we think, must end if the main 
source of collectives’ well-being, and primarily of their leaders, is income 
from plan fulfillment; and if organizations exist on the principle of cost- 
accounting self-repayment. It is essential, to use the expression of V.I. 
Lenin, “that they are answerable for, and answerable exclusively, for absence 
of loss at their own enterprises.” 


They should be answerable in this way for the periods of handing over projects, 


for their quality, and for the value of the cost-accounting contract brigades. 
[t is not by chance that they are the ones who act as those who disturb the calm. 
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True, the captains of industry dc have a “lever" with whose aid they can 

suppress their dissatisfaction with the organization of construction--the 

writeup. But if the approach were stricter toward those who permit overexpendittcre 
of the wages fund with low labor productivity, then the situation would change. 
Only one way remains for the managers--achieving not only expansion but also 
observance of the rights of trusts in forming the plan for contract work and 

the commissioning of porjects, and financing construction sites and providing 
documentation, materials and equipment. And with the ruble as the answer 

to the results of their own work. 


Obviously the time has come to think about the introducing the fundamentals 
of cost accounting in the main administrations also. Then their leaders will 
be more answerable for each of their decisions. 


It is not all that complicated to set up the economic side of things as 
desired. It is important to find for this independence a precise point in 
the structure of social relations and to define its limits at the interface 
with superior economic, and also soviet and party, organs. This is the 
independence that is firmly established by law. 


The need to extend independence was talked about at the CPSU Central Committee 
November (1982) Plenum. It was noted that the time has come for a practical 
approach to the resolution of this question. It is essential to act here 

with circumspection, and to conduct experiments if necessary. 


Possibly in construction it is expedient to conduct this kind of experiment 
on the scale of one or two republic ministries. For example, in Moscow, 
Leningrad, Belorussia and Lithuania; the construction workers in these cities 
and republics have long recommended themselves as trailblazers. 
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CONSTRUCTION PLANNING AND ECONOMICS 


LEGAL EXPERT URGES REVISION OF CONSTRUCTION CONTRACT RULES 
Moscow KHOZYAYSTYO I PRAVO in Russian No 4, Apr 83 pp 61-63 


[Article by M. Aleksandrovskiy, senior legal adviser of the Sakhalin Oblast Admin- 
istration of Civil Construction: "New Rules on the Agreements of the Contract for 
Capital Construction Are Needed" ] 


{Text}! Do the Rules on the Agreements of the Contract for Capital Construction, 
which have already been in effect for more than 13 years, need improvement? Do 
they conform to the requirements of today? I believe that I would not be mistaken 
if lL were to say: both lawyers and managers would give unequivocal responses to 
these questions: they need improvement and do not conform to the requirements. 
And this is evident from the interrelations and the responsibility of the parties, 
which arise already at the first stage of construction. 


Not one construction project, large or small, can be started without planning 
estimates and a title list, which have been approved in accordance with estab- 
lished procedure ana in which the assignments on the placement of capacities and 
projects into operation are broken down by years. It is alsowell known that the 
untimely submitting of these documents to the contracting construction organization 
leads to the untimely start of the work and, consequently, to the failure to turn 
over the project on the date set by the state plan. How are these bases of bases 
regarded in the named rules which are now in effect? 


in conformity with Paragrah 13 of the existing rules the client should turn over to 
the contractor no later than 1 September of the year which precedes the year being 
planned the approved planning estimates. Paragraph 14 accordingly envisages the 
turning over by the client to the contractor of the title list of the construction 
projects within a 15-day period from the day sf the approval of the USSR national 
economic plan for the corresponding year. Thus, the date of the submitting to the 
contractor of the planning estimates is appointed specifically by the rules, while 
the date of the submitting of the title lists is appointed subject to the date of 
the adoption by the USSR Supreme Soviet of the national economic plan of the coun- 
try for the coming year. The national economic plan for the coming year is ap- 
proved at the winter session of the USSR Supreme Soviet. Hence, in any case the 
contracter, in conformity with Paragraph 14 of the rules, should have the approved 
title lists of the construction projects before the start of the year being planned. 
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the liability of the client as to property for the untimely submitting of the docu- 
ments necessary tor the compiling of the general and annual agreement of the con- 
tract is stipulated by Article 60 of the rules. At first glance, everything is 

lear and it is possible, having rolled up one’s sleeves, to influence negligent 
clients by the indicated legal levers. But this is only at first glance. 


in practice the matter is somewhat different. Let us examine this on the basis of 
in example. Suppose that as of 10 September the contractor, while having the order 
records, knows roughly the number of projects being proposed for construction and 
the amount of work for the year being planned, but does not have the necessary 
planning estimates. In conformity with Paragraph 9 of the Statute on the Proce- 
dure of the Submitting and Consideration of Complaints, which was ratified by De- 
ree No 7/58 of the USSR Council of Ministers of 17 October 1973, the complaints 

r this should be made to the clients within a 2-month period. For the rayons of 
the far North it has been increased to 3 months. Moreover, the indicated period 
is calculated from the day when the contractor found out or should have found out 
‘bout the violation of his right, that is, from 1 September. Guided by the order 
records, the contractor makes complaints to the clients in conformity with Para- 

raph 60 of the rules. It can appeal to the board of arbitration, if they have 
lenied its complaints or if the client within the period established by Para- 
sraph 13 of the mentioned statute has not sent a response to the complaint (two 

mths from the time of the receipt of the complaint). Consequently, in the case 
of the evasion of a response to the complaint the contractor can appeal to the 
board of arbitration for the protection of its violated right on approximately 
15 November of the year which precedes the year being planned, while in the case 

the denial of the complaint--even earlier. 


On what will he base his contentions in the board of arbitration? On the order 
records? But this document does not yet specify for certain that one project or 
another which appears in it will be included in the state plan of the coming 
fiscal year. Only the title list of the construction project, which has been ap- 
proved in accordance with established procedure, can be such a document. However, 
in conformity with Paragraph 14 of the rules, the client himself also does not have 
‘t by the indicated date. With what arguments is one to turn to the board of ar- 
yitration, if neither the contractor nor the client knows whether the given project 


is planned? 


‘he USSR State Board of Arbitration by Instructional Letter No I-1-14 of 17 Aug- 
ist 1973 explained that the liability established by Paragraph 60 of the rules for 

the failure to submit the documents, which are envisaged by Paragraph 13 of the 
kules, ensues regardless of whether an agreement has been concluded between the 


parties by the time of the consideration of the dispute. Here everything is 
lear. But what jf there is no title list by the time of the consideration of 


the dispute? There is no explanation to this question. 


“eople may say: But is it worthwhile to hurry to make complaints and to appeal to 
the board of arbitration in the absence of the titles? There is a reasonable answer: 
it is worthwhile, for no one will forgive the construction workers for the frustra- 
tion of the deadlines of the completion of the work and the sanctions will be made 
wainst them for every day of delay. And the period of prescription for the exac- 
tion of fines is limited. Let us note for the sake of objectivity: in the above- 
mentioned Instructional Letter of the ''SSR State Board of Arbitration it is 
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stipulated that if a fine for the failure to submit the documents indicated in 
‘aragraph 13 of the rules is exacted from the client, while subsequently the proj- 
ect tor which the decuments were not submitted is not included in the national 
economic plan and the client confirms this with the appropriate documents, the 
board of arbitration is obliged to review the ruling given earlier. In our opin- 
ion, this is not the solution of the problem. It is easy to imagine how much pre- 
cious time will be spent in vain by the workers of economic, arbitration and credit 
organs in the process of the claim work and the subsequent review of the decision 
made prematurely by the board of arbitration! 


Similar remarks also exist in the wording of Paragraph 14 of the rules, which set 
the dates of the submittal by the client of the title lists. When have we received 
them in time?! 


\ccording to the existing statute the title list, just as the plan of capital con- 
‘Lruction, is approved and sent to the client by its superior organ. Consequently, 
the submitting to the contractor of the approved title lists on the dates set by 
the rules in practice depends not on the client, but on its superior organ, the 
liability of which is not stipulated by the rules. 


; this proper? Why is the organ, which is superior which respect to the client 
and through the fault of which the title list is submitted late, exempt from lia- 
bility as to property? For we have a good example on this level. Let us turn to 
the Statute on Deliveries of Products for Production Engineering Purposes. In con- 
‘ormity with Paragraph 90 of the indicated statute the ministries and departments 
which are fund holders bear liability as to property for the late submitting to 
the organ of material and technical supply of the data on the breakdown of the 
‘unds by customers, that is, by subordinate enterprises. Why not assign in the 
Rules on the Agreements of the Contract fer Capital Construction a similar liabil- 
ity to the ministries and departments for the late approval and delivery to credit 
organs and their own local subdivisions of the title lists, having set, of course, 
realistic dates? 


fhe date for submitting the title lists to contractors, which is envisaged by 
Varagraph 14 of the present rules, is knowingly not met, since 15 days after the ap- 
proval of the national economic plan not one ministry (department) yet has the sta- 
tistical reporting of the subdivisions, without which the formulation of the as- 
sigoment of the coming year and the approval of the title lists are obviously pre- 
mature. What is one to say here about the specific client if its superior organ 

is powerless to do anything?! 


fhe difficulties of the claim work on cases which involve the late submitting to 


the contractor of the planning estimates have already been noted above. Tlie situ- 
ition is even more complicated with the lodging of complaints for the late submit- 
ting of the titles. Here it is as if the innocent quilty party 

vere called to account. Let us explain this on the basis of established practice: 


the title lists of construction projects are approved by the ministries and depart- 
ments not earlier than February of the year being planned. What does the lodging 
of a complaint by the contractor in conformity with Paragraph 14 of the rules lead 
to? It gives rise to the submitting to it of the title sheets, which can subse- 
quently be changed. This is done by the client in order to avoid fines. But in 
onformity with Paragraph 18 of the rules this gives rise to the obligation of the 
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ontractor to prepare and send t> the client a draft of the agreement of the con- 
‘rect. Ditterences on the drafts of the agreement arise; consultations, reviews of 
the pre-agreement disputes in the board of arbitration and so on are held. And all 
this work comes to nothing, if in accordance with the clarified title list this 


profect is not included in the plan. Therefore the contractors refrain from lodg- 
ing complaints in accordance with Paragraph 14 until the approval of the final title 
lists, which, of course, does not step up the legal work of the contracting con- 


truction organizations. Along with the establishment of property liability of 
tne Orgoa superior to the client, realistic dates for approval of the title lists 
ina for their submission to the contractor should be specified in the rules. The 
very tact that the dates are realistic gives the contractor the opportunity to 
utilize fully the legal norms of influence on the party fo the contract. 


fhe question of the setting down in the rules of the combined liability of the con- 

tractor and the client for the disruption of the placement of a project into opera- 

tion in case of the late submitting by the client of the planning estimates and the 

title lists should also be examined. Such a measure, by disciplining the construc- 
ion partners, would also step up the claim work, especially in contracting organ- 
‘ations. For the present we are forced, for example, to note the rooted 


utual “exoneration” of the parties. There are many reasons here, and they have 
ilready been spoken about more than once on the pages of the journal. How is this 
to be avoided? For the willful "“exoneration" of the party to the contract 


in essence, the disregard of state executive discipline. 


it seems that in this matter the appropriate addition to the rules, establish- 
sanctions for the willful “exoneration™ of a party, could also be use- 

‘ul. In this connection it is worthwhile to turn once again to the above-mentioned 
tatute on Deliveries, which specifies by Paragraph 10] that in the case of the 

establishment of the groundless rejection by the buyer of the exaction from the 
supplier ot a penalty for the underdelivery of products, a fine in the amount of 

4 go= ‘f the value of the undelivered products is exacted from the buyer for 
the revenue of the union budget. The USSR State Board of Arbitration explained 
that the exaction of a fine from the buyer for the groundless rejection of the 

of a penalty is carried out in the case of the review of an action, 
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~,ich was brought by the board of arbitration at the request of an organ of the 

SSR State Committee for Material and Technical Supply or on its own initiative. 

. similar paragraph should also be inserted in the Rules on the Agreements of the 

(ontract for Capital Construction, having established that the exaction of sanctions 

‘rom the party which groundlessly evades the holding of the careless party to the 
ontract materially liable, is carried out on the initiative of the board of arbi- 

tration on the basis of the materials of the organs of the USSR All-Unien Bank for 


‘inancing Capital Investments. 


»nclusion I would like to add that discussions concerning the fact that a draft 
the new Rules on the Agreements of the Contract for Capital Construction is be- 
ing drawn up (or has already been drawn up) by the USSR State Committee for Construc- 

tion Affairs have been going on for a long time in the circles of the workers of 
legal services. The author of these notes at one time had occasion to work in the 
system of the USSR State Committee for Material and Technical Supply, and, I re- 
member, a draft of the Statute on Deliveries of Products for Production Engineering 
vurposes, which is now in effect, was sent for discussion of the experienced workers 








of local organizations. Moreover, their remarks were systematized and studied. 
Apparently, this is one of the reasons for the apt wording of the mentioned stat- 
ute. Therefore it seems expedient for the USSR State Committee for Construction 
Atfairs not to confine itself to the coordination of the draft of the rules at 
the level of the ministries, but to pay attention to the opinion of the workers 
directly involved in the contracting organizations which use these rules daily. 


COPYRIGHT: Izdatel*stvo “Ekonomika", "Khozyaystvo i pravo", 1983 
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CONSTPUCTION PLANNING AND SCONOMICS 


STATUTS ON IACENTIVES TO CONSERVE MATERIAL RESOUPCES IN CONSTRUCTION 
Moscow EKONOMICHESKAYA GAZETA in Russian No 21, May 83 p 14 
/article: “Incentives for économies in Construction"/ 


/Text/ An inter-departmental committee of USSR Gosplan has 
approved (Protocol No. 393 dated 10 February 1983) the 
“Statute on the System and Amounts of Direct Contributions 
To the Economic Incentive Funds for Economies in Material 
Resources for the 1983-1985 Period in Construction 
(Contractual Activity)." The proposal has been made to 
have the USSR ministries and departments summarize the 
experience of subordinate construction-instal lation 
organizations in the use of this statute during 1983 and to 
present the MVK /mezhduvedomstvennaya komissiya; inter- 
departmental committee of USSR Gosplan wit.. a report on 
this matter prior to 1 May 1984 


Ll. General Conditions 


lL. The present statute was developed based upon Statute No. 612 of the CPSU 
Central Committee and the USSR Council of Ministers dated 30 June 1981 
entitled “Intensifying Work Aimed at Achieving Economies and the Efiicient Use 
of Raw Material, Fuel-energy and Other Material Resources" and aimed at 
raising the economic interest of ministries, departments, production 

construct ion-installation aseocigtions, trusts, house building combines and 
other construction organizations in the efficient utilization of material 
resources in construction (contractual activity). 


Material expenditure limits (in a monetary expression) per ruble of 
construction-installation work are approved in the plans for ministries, 
departments, organs of the middle echelon of management and construction- 
installation organizations 





* Subsequently the production construction-installation associations, trusts, 
house building combines and other construction-installation organizations 
affected by the statute geverning a socialist state production enterprise 
are referred to as construction-installation organizations. 


** The organs of the middle echelon of management include the union republic 
construction ministries of union republics, the main administrations for... 
construction of union republics, all-union and republic construction- 
installation associations, territorial main administrations (administrations) 
for construction. 
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when lowering material expenditures compared to the limit approved for a 
construction-installation organization, by means of an economy realized in 
connection with this, direct contributions are made to the material iz.entive 
fund and to the fund for social-cultural measures and housing const’ruction 
(incentive funds). 


When raising the limit for material expenditures, the incentive funds computed 
in the established manner in accordance with the fund-forming indicators are 
reduced, but by no more than 25 percent of the planned value for them based 
upon an ‘ncremental total for the corresponding period (quarter, 6-month 
period, 9 months, year). 


.. Direct contributions to the incentive funds of profitable construction- 
installation organizations are made based upon above-plan profits. Towards 
this end, use can be made of the above-plan profits of a ministry (department) 
on the whole, the above-plan profits of individual organizations and also the 
reserves of a ministry (department) in terms of profits or incentive funds. 


For subsidized and low profitability constructicn-installation organizations, 
direct contributions are carried out by means of an actual reduction in losses 
compared to the plan and also by means of above-plan profits for the ministry 
(department) on the whole, above-plan profits of individual organizations and 
the reserves of a ministry (department) in terms of profits or incentive funds. 


3. for organs of the middle echelon of management that have converted over to 
the normative method gor the distribution of profits, the amount cif the above- 
plan profits left at *heir disposal is determined without taking into account 
the direct contribut. oms to the incentive funds as a result of economies 
realized from a reduction in material expenditures compared to the established 
limit. 


‘I. System for Determining the Amounts of Direct Contributions to Incentive 
*unds Based Upon cconomies Realized as a Result of a Reduction in Material 
»penditures Throughout the Year for Construction-Installation Organizations. 


4. During the course of a year's time, the incentive funds increase (decrease) 
depending upon economies (over-expenditures) in material expenditures compared 
to the Limit established in the annual plan, in the amounts set forth in the 
scale furnished in Supplement No. 1. 


the economy (over-expenditure) in material expenditures is determined based 

upon a comparison against the overall limit for material expenditures. The 
overail limit of material expenditures is determined by multiplying the material 
expenditure limit approved for the construction-instaliation organization, 
expressed in kopecks per ruble of construction-installation work carried out 
using internal resources, by the volume of this work. 


5. When computing the contributions to the incentive funds for economies 
realized during the course of a year's time, in connection with a reduction in 
material expenditures compared to the limit established in the annual plan, 

the numerical values for the mentioned scale are applied to the total amount of 
the economy, reduced by the amount of resources used in accordance with the 
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existing statutes for awarding bonuses to the workers of construction- 
installation organizations for economies achieved i> specific types of 
materials. In the event the total amount of these resources equals or exceeds 
the amount of the eccaomy in material expenditures, no direct contributions 
are made to the incentive funds. 


6. An increase (decrease) in contributions to the incentive funds for an 
economy (over-expenditure) in material expenditures compared to the limit 
established in the annual plan is carried out on 2 quarterly basis. The total 
amount of the economy (over-expenditure) is compuied as an incremental total 
from the beginning of the year (quarter, six-month period, 9 months, year). 
The total amount of direct contributions to the incentive funds as a result 

of economies in the use of material expenditures is also computed as an 
incremental total since the beginning of the year. In the process, 
contributions carried out earlier are deducted. 


?. The total amount of the economy (over-expenditure) in material 
expenditures, the value for which brings about an increase or decrease in the 
incentive funds, is distributed between the material incentive fund and the 
fund for secial-cultural measures and housing construction, proportional to 
the amounts established in the annual financial plan for the construction- 
installation organization. 


An example of a computation of an increase (decrease) in contributions to the 
incentive funds for construction-installation organizations, in connection 
with an economy (over-expenditure) in material expenditures compared to the 
Limit established in the annual plan is furnished in Supplement No. <. 


5. Im those instances where the amount of direct contributions from economies 
realized as a result of a reduction in material expenditures amounts to more 
then 15 percent of the planned incentive fund amount for the respective 
period, the contributions to the incentive funds are made in the computed 
amounts following a check and confirmation by the higher organization that the 
limit for material expenditures as found in the plan for the construction- 
installation organization is correct. 


). When comparing the incentive fund total computed by the construction~ 
iostallation organizations based upon the annual results against the incentive 
(und amount computed in accordance with the operational results of an organ of 
the middle echelon of management which converted over to the normative method 
tor profit distribution, the total amount of the increase in the incentive 
funds for construction-installation organizations and production associations 
(enterprises), for having achieved economies in material expenditures, is 
excluded from the computation. 


10. The present statute entered into force on 1 January 1983. 
Supplement No. 1 
Scale for computing an increase (decrease) in the incentive funds for 
construction-installation organizations depending upon an economy 


(over-expenditure) in material expenditures compared to the established 
limit. 
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(Supplement No. 1 continued...) 
I. The coefficient which describes the ratio of the wage fund, with 
deductions for social insurance, to the material expenditures (in 
accordance with the plan for 1983). 


Ll. The amount of increase (decrease) in incentive funds, in percentages 


of the absolute scones (over-expenditure) in material expendi‘ures. 
2 I II i i Il 








Up to 0.03 5 Up to 0.3 49 
0.04 6 0.31 50 
0.05 8 0.32 52 
0.06 10 0.33 53 
0.07 ll 0.34 55 
0.08 13 0.35 57 
0.09 15 0.36 58 
0.1 16 0.37 60 
0.11 18 0.38 62 
0.12 19 0.39 63 
0.13 21 0.4 65 
0.14 23 0.41 66 
0.15 24 0.42 68 
0.16 26 0.43 70 
0.17 28 0.44 71 
0.18 29 0.45 73 
0.19 31 0.46 75 
0.2 32 0.47 76 
0.21 34 0.48 78 
0.22 36 0.49 80 
0.23 37 0.5 81 
0.24 39 0.51 83 
0.25 41 0.52 Bu 
0.26 42 0.53 86 
0.27 44 0.54 88 
0.28 45 0.55 89 
0.29 47 0.56 

and higher 90 





Note. The wage fund is defined as the sum of the wage fund for 
workers engaged in construction-installation work and in 
subsidiary production operations, computed based upon 
the approved norm for wages per ruble of work volume and 
the volume of these operations and the planned wage fund 
in construction (without taking into account workers 
engaged i». construction-installation operation and in 
subsidiary production work). 
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Supplement No. 2 


“oxample of Computing an Increase (Decrease) in Contributions To the Wage 
Fund of Construction-Installation Organizations for an cconomy 
(Over-expenditure) in Material Resources 


I. Initial Data 


























lst Quarter] 6 Months 
Unit of ce Fd 
Measurement s r Sis 
a | 3 = | 3 
~ ad 
> 7) >i Vv 
m < mi< 
Volume of construction-installation work millions. of 25 25 53.73 54 
rubles 
Limit for material expenditures kopecks per 68 67.6 67.3 66.2 
ruble 
.conomy in material expenditures millions of - 90.1 - 0.59 
rubles 
Overall material expenditure limit millions of 17 16.9 36.34 35.75 
rubles 
Coefficient which describes ratio of rubles per 0.29 - 0.29 - 
wages, with deductions, to total ruble 
amount of material expenditures 
Used for issuing bonuses for economies millions of - 0.15 - 0.25 
in specific types of materials rubles 
Amount cf increase (decrease) in inZof abs. 47 - 47 - 
contributions to incentive fund tot. econumy 
according to the scale (over- 
expenditure) 
Proportion of material incentive fund in % 71.3 - 71.3 - 
of overall total incentive fund 
?vroportion of fund for social-cultural in % 28.7 - 28.7 - 


measures and housing construction of 
overall total incentive fund 


il. Computation of cconomy in Material Expenditures, for Which Numerical 


Values of the Scale Are imployed 


lst Quarter 
0.1 million rubles - 0.15 million 
rubles - 0.05 million rubles 


6 Months 





0.59 million rubles -- 0.25 million 
rubles - 0.34 million rubles 


IIL. Computation of Direct Contributions To the Incentive Fund 
for an Economy in Material expenditures 


lst Quarter 


In view of the fact that more than 0.1 million rubles (that is, more than 
the absolute economy) was expended for issuing bonuses for an economy in 
specific types wf materials, no increase in the incentive funds is carried 


out. 








(Supplement No. 2 continued...) 


6 Months 
Fund for material incentives: 
0.34 million rubles X 47 x 713 , -0.11 million rubles. 





100 100 


Fund for social-cultural measures and housing construction: 
0.34 million rubles X 47 x 28.7 . -0.05 million rubles. 
100 100 
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CONSTRUCTION PLANNING AND ECONOMICS 


STATISTICAL ANALYSIS OF CONTRACTOR INDICATORS DETAILED 
Moscow VESTNIKI STATISTIKI in Russian No 5, May 83 pp 13-20 


[Article by V. Dulich, department chief, Capital Construction Statistics Ad- 
ministration of the JSSR Central Statistical Administration: "Indicators of 
the Construction Output of Contracting Organizations"/ 


frext/ The transition to keeping accounts between customers and contrac- 
tors for completely finished construction and enterprises, start-up complex- 
es, phases, and facilities which have been put into operation, as well as 

to planning and appraising the economic activity of construction and instal- 
lation organizations by using the indicator of marketable construction out- 
put, required a revision of the existing forms of the accountability of 
contracting organizations. In carrying out this work, consideration has 
been given to the feasibility of further curtailing and simplifying the 
accounts and accountability of organizations. 


Beginning in 1981, the accountability of construction organizations intro- 
duced indicators characterizing the fulfillment of the plan for marketable 
construction output as regards both the total volume of work and the enter- 
prises, start-up complexes, and facilities put into operation in a *ross- 
section of sources of financing, as well as ministries and departmenta’ 
clients. At the same time, the accountability of the contracting organi- 
gations has retained the indicator of the total (gross) volume of contrac- 
tual operations. This indicator is necessary for determining the need for 
material and technical resources, the wage fund, working capital, credits, 
as well as for calculating the growth rate of contractual operations and 
the effectiveness of utilizing production capacities. 


In the individual accounting periods, if provisions are not made for the 
tasks of putting production capacities and facilities into operation and 
wilh regard to the marketable constructior output, the activity of the cons- 
truction-installation organizations is evaluated by the indicator of the 
volume of construction and installation work on individual projects. The 
successful fulfillment of these operations on the whole with regard to the 
organization and the individual construction projects ensures a normal 
construction stockpile and creates the conditions for the production of 
marketable construction output during the ensuing periods. 





Under the new conditions, for the first time--for 1981--a summarizing indi- 
cator was obtained, one which characterizes the work of the construction 
and installation organizations with respect to ensuring the putting into 
operation of production capacities and facilities of communal-housing and 
socio-cultural purposes. A number of contracting organizations have raised 
the level of completing their tasks with regard to putting production capa- 
cities and facilities into operation; they have curtailed the time-periods 
required for building individual enterprises and the number of projects 
under construction at the same time. 


For the national economy as a whole, however, as well as for all the cons- 
truction ministries, the 1981 plan for marketable construction output was 
under-fulfilled. This was caused by the failure to introduce into operation 
a number of production cavacities and facilities, as well as by shortcomings 
in the planning of marketable construction output. 


In statistics on capital construction the indicator of marketable construc- 
tion output is extensively used in analyzing the smooth, regular tempo of 
putting production capacities and facilities into operation. 


An uneven distribution of the yearly volume of marketable construction out- 
put in the plan for the quarters leads to overly intensive work at the end 
of the year, a lowering of quality, and the absence of the necessary stock- 
pile for the ensuing periods. Thus, the first quarter of 1981 accounted 
for only 5 percent of the annual volume of work, the second quarter--for 

19 percent, the third quarter--for 24 percent, and the fourth quarter--for 
52 percent. Moreover, in December 43 percent of the annual volume of work 
was carried out, whereas in the fourth quarter as a whole this figure was 
55 percent; an analogous situation was also true in 1982. 


One of the principal causes of such a situation, as shown by an analysis of 
the accounting data of construction organizations for 1981 and for nine 
months of 1982, is the complicated practice of the uneven putting into st 
operation of facilities and capacities by yearly quarters because of irre- 
gular deliveries (primarily during the second half-year) of technical and 
power equipment, metal structural components, and parts. For example, it 

was provided that the contracting organizations of the USSR Ministry of 
Construction of Heavy Industry Enterprises for the fourth quarter of 1982 

put into operation all capacities for mining iron ore, producing coke with 

6 percent of moisture content, cast iron, asbestos-cement pipes and clutches, 
erain-harvesting combines, and paper; this was also characteristic of other 
ministries. 


in connection with this, a large part of the capacities and facilities which 
were not put into operation during the previous year is put over into the 
second half of the following year. With regard to the USSR ministry of Cons- 
truction of Heavy Industry Enterprises, the plan for the second half-year of 
1981 included 64 percent of the total number of facilities which had not 

been put into operation in 1980; for the USSR Ministry of Construction this 
figure was 65 percent, for the USSR Ministry of Industrial Construction it was 
68 percent. The same thing was observed in 1962. 
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Many construction organizations violate the established procedure for plann- 
ing and accounting, while employees of the state statistical organs exercise 
insufficient monitoring controls over the correctness of compiling the ac- 
sunts on fulfilling the plan for marketable construction output. There have 

instances where the plan for marketable construction output has included 
complete cost estimate of the construction and installation operations 

egard to an enterprise, start-up complex, stage, or facility, as deter- 
i by the plan specifications. Such a situation has led to an inflation of 
the level of the plan fulfillment. For example, the plan for marketable con- 
S tion output for 1981 at the Glavzapaduralstroy Trust No 7 of the USSR 
Ministry of Industrial Construction for building capacity to produce carbamide 
at the Permnefteorgsintez Association of the USSR Ministry of the Petroleum 
industry was approved in the amount of i3 million rubles, whereas the planning- 
estimate specifications provide for a total of 24.6 million rubles for this. 
and the actual completion amounted to 23.8 million rubles. 


» State statistical organs can conduct this analysis of the given accounts 
by using Forms No 1-ks (urgent) and 2-ks (urgent), characterizing the fulfill- 
ment of the plan for marketable construction output by individual construction 
projects, start-up complexes, and facilities. Planning the marketable con- 
struction output makes it possible for individual organizations to render an 
account of the fulfillment and over-fulfillment of the plans, whereas the 


tasks with regard to putting production capacities and facilities into opera- 
tion remain unfulfilled. 


Many organizations violate the established procedure for turning facilities 
and capacities over for operation or turn them over with unfinished elements, 
is a result of which the official documents regardii.- the acceptance of such 
facilities are not approved by the minstries, and the amounts of marketable 
construction output on them are excluded from the plan. For this reason an 
amount of marketable construction ovtput totaling 7.2 million rubles for the 
circulating process of the water supply at the Makeyevskiy Metallurgical Plant 
imeni S. M. Kirov was excluded from the 1981 accountability of the Makstroy 
‘rust of the Donetsktyazhstroy of the UkSSR Ministry of Construction of Heavy 
ndustry Enterprises. 


> a 


.on output completely finished construction and enterprises, start-up com- 
plexes, and facilities turned over to the customer, output prepared for re- 
lease or services rendered, and, hence, implemented, it would be sufficient 
to have the act of acceptance signed by the state inspection commission. 


SSR Gosstroy, in conjunction with USSR Stroybank and USSR Gosbank, has es- 
tablished the procedure for keeping accounts between the customer and the con- 
tractor regarding the act of acceptance for operation, signed by the state ac- 
‘eptance commission; no other kinds of documents for payment are required. 


However, as analysis of the data of statistical accountability and the book- 
keeping accounts have shown, because of construction elements being unfinished, 
the accounting documents on the marketable construction output are submitted 
to the financing bank with long delays, and this leads to financial difficul- 
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ties. Thus, in January 1982 there was a failure to present for payment 





on the amounts of marketable construction output for facilities turned over 
in December 1981 by Trust No 1 of the KiSSR Ministry of Construction in the 
sum of 800,000 rubles for a 160-unit apartment house in the city of Frunze 
and by the Issykkul’stroy Trust of this same ministry for the sum of 1.1 
million rubles for a general education school with 1200 pupil vacancies in 
the city of Przheval'sk, etc. Out of 209 trusts which were investigated, 
more than 40 percent of the amounts of marketable construction output sub- 
mitted for payment were in violation of the established deadlines. 


The observance of the procedure for accepting facilities for operation en- 
sures the reduction of the gap in time between the creation of the market- 
able constructicn output and its actual implementation. The accounts for 
payment on marketable construction output must be submitted within 15 days 
after the signing (approval) of the official act of the state acceptance 
commission. Certain individual construction and installation organizations 
are violating this procedure and reflecting in their accounts volumes of 
marketable construction output with regard to enterprises, start-up complexes, 
and facilities being turned over for operation after submitting the accounts 
for payment. 


As before, the accounts of the contracting organizations contain an indicator 
of the over-all (gross) volume of contractual operations, as established by 
USSR Gosplan for the ministries and departments performing construction and 
installation work with a distribution by sources of financing and by the 
ministries and departmental clients. This cost indicator characterizes 

the entire result of the activity of Lue construction organization for the 
account-reporting period, regardless of the degree of readiness of the cons- 
truction output, while the indicator of the "marketable construction output” 
includes a considerable portion of the work of past years on the enterprises, 
start-up complexes, and facilities being turned over to the customers. 


The indicator of the total volume of contractual operaticns is used to deter- 
mine the labor productivity, capital-labor ratio, power-labor ratic of cons- 
truction production, return on capital investment, level of providing deli- 
veries of materials to construction production, as well as those of parts 

ind structural components, utilization of material resources, and the produc- 
tion cost of operations. Within the statistics of capital construction this 
indicator is widely used to provide cautionary information to the local and 
higher-ranking management organs and in analyzing the smooth, regular opera- 

ion of the construction organizations. 


i'n order to characterize the smooth, rhythmic quality of construction produc- 
tion, many statistical administrations determine the volume of contractual 
work completed every month, and they compare these amounts. Analysis of 

the activity of the construction and installation organizations over a number 
of years has shown that during the first few months of a quarter 10--20 
percent less work is completed than during the last month of the preceding 
quarter. This is the result of uneven planning of the activity of the cons- 
truction and installation organizations, in the quarterly planning of delive- 
ries of building materials, structural components, basic engineering equip- 
ment, and their arrival predominantly during the last month of the quarter. 
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The most widespread method for studying the smooth, rhythmic quality of 
-onstruction production is the comparison of the actual with the planned 
indicators of the specific proportion of the contractual work for any given 


period (month or quarter) in the total volume of work for the year or other 
reporting period. 


[In studying the smooth, rhythmic quality of carrying out the total (gross) 
volume of work, it is also recommended that the coefficients of evenness be 
calculated; for their computation use can be made both of the absolute as 
well as the relative indicators of the performance of the volume of contrac- 
tual work. The coefficients of evenness reflect the degree of monthly (or 
quarterly) deviations from the average monthly amount cf work. The general 
formula for the coefficient of evenness is as follows: 

ki 2s 228—f 

PF 5 R ? 

where Q is the total volume of the contractual work performed during the year 
r other reporting period; qi represents the average monthly deviations of 
the amounts of work from their average value. 





| will show the calculation of this coefficient based on the example of the 


data of Table 1. 


The actual coefficient of evenness for 1981 as a whole amounted to (51.1-- 
4.9) 3 51.1=0.9. 


by analogy we may compute the actual coefficient of evenness for the work 
sompleted quarterly. 





Sased on the indicator of the total volume of contractual work, the dynamics 
of structural production are being studied. For this purpose within the 
or.ais of state statistics, as well as in the construction and installation 
organizations, dynamic series are being set up on the basic indicators of 
their work, utilizing the data of statistical accountability, bookkeeping 
und operational-technical accounting, and simultaneous accounts. The indi- 
‘ator of the volume of marketable construction output is not suitable for 
tudyine the dynamics of construction production. For example, the volume 
f marketable construction output for the Gorlovskkhimstroy Trust of the 
JKSSR Ministry of Construction of Heavy Industry Enterprises amounted in 
1979 to 60.6 million rubles, in 1980 this figure was 24.8 million rubles, 
und in 1961 it was 20.4 million rubles; in the Donetskkhimstroy Trust the 
‘orresponding figures were 38.0, 24.0, and 8.5 million rubles, whereas the 
total volume of contractual work amounted annually in the Gorlovskkhimstroy 
rust to approximately 17.0 million rubles, while in the Donetskkhimstroy 
Trust it came to about 13.0 million rubles. 


The dynamic series for the total volume of contractual work are compiled 
using a specific group of organizations during a reporting period in com- 
parable estimated prices. For this purpose the estimated and earlier 
operative wholesale prices on industrial output, as well as the rates, must 
be brought into line with the prices of the last reporting period. 











Table 1 


Data on the Completion of the Total Volume of Contractual Work by Con- 
struction and Installation Associations by Months (in millions of rubles) 











Month Total Volume Deviation from the 
of Contractual Average Monthly 
Work Volume 
(51.1: 1254.3) 
yh JQMUATY ccccccccccccccccscce Joh my 1.2 
POREURET ccccccccccccccccse §6=©6FOS 0.5 
March cccccccccccccccccccce§ Sed --- 
April ccccccccccccccccccece§ eX 0.4 
MAY cccccceccccccccccccccsn§ 6 ed --- 
JUNO ccocccccccccccccsccccee Sef 0.4 
JULY ccoccccesccesoscccceossn§ 6G 0.3 
August ccccccccccccccccccee§ 8 ed --- 
September cccccccccccccccce = 9 0.6 
October cecccccccccsscccces 40 0.3 
NOVEMbET ceccsccccccccccces “be7 0.4 
December ceccccccccsssesccee Sel 0.8 
TOTALS 511 4.9 


uken as comparable prices at the present time are the estimated prices as of 
1 January 1969, taking into account the new wholesale prices on equipment, in- 
troduced beginning on 1 January 1973, and lowering the coefficients on con- 
‘truction and installation operations introduced on 1 January 1976. As prac- 
tice has demonstrated, estimated prices can function without refinement over 
the course of ten years, and then in construction the necessity arises for in- 
troducing new estimate norms and prices. 


New wholesale prices on industrial products were put into operation on 1 Janu- 
iry 1982. The transition to new estimate prices in construction are intended 
to be implemented beginning on 1 January 1984. The entire estimate-normative 
base being used for determining the estimated cost of construction should en- 
sure the possibility of singling out in the estimates the normative conven- 
tional-net output in connection with the conversion to planning labor pro- 
ductivity in the construction and installation organizations by net output 
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normative) or other indicator, defining more accurately the changes in 


The ratio between the total volume of contractual work and the marketable 

nstruction output may be studied by the balance method. Based on the data 

f the statistical account provided on Form No 1i-ks and the balance sheet 

f the construction organization provided by Form No 1 (contractor) we may 
establish an interrelationship between the indicators of the completed vol- 
ume of contractual work (Q,»,»5 ), the marketable construction output (Q;sp ), 
and the volumes of unfinished construction production at the beginning on 
the end of the year (Hg and H, ): 


mos 


R.s.p = Ho + Qp.r — Hy. 


he indicators of marketable construction output and the volume of contrac- 
tual work should be coordinated with the appropriate indicators of the other 
forms of statistical accounts for capital construction. Thus, the indicators 
of the fulfillment of the plan for the putting into operation of production 
capacities, total (usable) area of apartment houses, facilities of communal- 
everyday and socio-cultural purposes, as well as the volumes of contractual 
work on them (and on production-type facilities--and volumes of marketable 
‘onstruction output), as reflected in the account of contracting organizations 
on Form No 1-ks, must be interrelated with the analogous indicators of the 
sccount on Form No 2-ks, to be submitted by the builders. 


However, one often encounters instances of a lack of correspondence between 
these indicators and not only to the actual fulfillment of the plan but also 
to the plan data, which leads to a diverse appraisal of the fulfillment of 

the plans from one and the same indicator in the accounts of the contracting 
Organizations and the builders. 


{s a rule, this is to be explained by the lack of coordination in distributing 
the established amounts of work by quarters of the year, and within a given 
juarter--by the individual months. Nor is the procedure observed for the 
mandatory coordination of the yearly and quarterly volumes of work in draw- 
ine up the accounts for capital construction. When there is a difference in 
the distribution by individual months of the quarterly planned volumes of 
onstruction and installation work, the contractors and builders accept the 
unount of work established by the contractor, and it is this which is reflect- 
ed in tne accounts. As check-ups have shown, the contractors are more 
-orrect in their distribution of the quarterly plans of work by months, pro- 
ceeding from the technology of building facilities, the number of work days 
in the individual months of the quarter, as well as the schedules for the 
lelivery of materials, parts, structural components, and equipment. 


The lack of correspondence regarding the actually completed volumes may be 
explained, to a considerable extent, by the failure to submit on time the 
registration of information on the cost of operations completed, using Form 

No 3 and by the failure to submit them to the builder in time for the accounts 
on capital construction to be compiled. I" order to ensure the comparability 
of data on individual construction projects and facilities, it is necessary 
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to conduct at least once a quarter a check-up on the amounts of work completed 
by the builders and contractors, to exercise monitoring controls Gver the re- 
liability of the account data, the procedure and deadlines for registering the 
preliminary documentation. 


The ministries and departmental clients approve the assignments with regard to 
the volume of the marketable construction output for the sub-departmental asso- 
Ciations, enterprises, and organizations; these must be comparable in the ac- 
counts of the builders and contractors, particularly with respect to individu- 
al construction projects and facilities of the production type. Marketable 
construction output for enterprises and organizations carrying out operations 
by the economic method are not planned. Consequently, the volume of market- 
able construction output for enterprises, start-up complexes, phases, and fa- 
cllities turned over to customers at the expense of state capital investments 
n the consolidated account, using Form No 1i-ks (Line 12) for the territory of 
un oblast, kray, or republic must correspond to the analogous indicators of the 
consolidated account on Form 2-ks, with the exception of the consolidated ac- 
count on Form i-ks of data with regard to enterprises and building organiza- 
tions located beyond the borders of the given territory but included in the 
-onsolidated report of the contracting organizations. Furthermore, it is ne- 
cessary to take into consideration (add) the volume of marketable construc- 
tion output of the turned-over enterprises, start-up complexes, and facilities 
which are located on the given territory but which have been completed by con- 
tracting organizations located beyond its borders and which are accountable 
for the fulfillment of the plan for marketable construction output to the lo- 
cal statistical administration. 


in order to check up on the inter-relationship between the indicators of mar- 

xetable construction output with regard to the turned-over enterprises, start- 
» complexes, and facilities built at the expense of state capital investments, 
it is recommended that in the accounts of the contracting organizations, as 

well as those of the enterprises and builder-organizations, an ancillary table 

be drawn up along the lines of the following schematic; 

fable 2 

Volume of Marketable Construction Output, (thou. of rubles) 


Including for work carried out by minis- 
“Ministries (Departments) Total tries and departmental performers 


MCHIE MRC MTC MPE ‘*#* 

















Including for ministries 

und departmental- 

builders: 
Ministry of Ferrous 
fetallurgy cccccccece eevee 
Ministry of Chemical Industry 
Ministry of Agriculture .. 
Ministry of Communications 
Ministry of Food Industry .. 
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MTC fcisty of of comabenh Construction/ 
MPE /Ministry of Power and Electrification/ 


nis schematic may be used to check up on the coordination of the plan data, 
is well as the data on the actual volume of marketable construction output 

| the actual completed gross volume of construction and installation 
ork S reflected in the accounts of the builders and contracting organi- 
tations, wW.th the addition to the latter indicator of a supplementary graph 
nowing the volumes of work carried out by the economic method. 


he volum t marketable construction output which the construction and instal- 
lation organizations carry out by means of their own efforts, as reflected 
m tne account both on Form No i-ks as well as on Form No 2-s, may be differ- 
nt because the volume of marketable construction output reflected on Form 
2-s ineludes projects turned over to the customer and submitted for pay- 
well as extra-plan work, the cost of construction and installation 
on facilities where construction was halted in connection with conser- 
vation or curtailment of construction projects begun earlier. The losses 
» reimbursed by the customer to the contractor on the basis of the approp- 
riate acts and payment documents presentable at the bank. 


“are 
> aN 


he question of the mutual coordination of the indicators of marketable cons- 
Lon output and the putting into operation of fixed capital in the 
ywccount sing ee No 2-ks is a complicated one. Marketable construction 
itput is stituent element of the fixed capital being put into operation 
part of ea cost of construction and installation work. Putting fixed 
(‘tal into operation is reflected in the accounts simultaneously with the 


cutting into operation of production capacities and facilities of the 


housing-everyday-service and socio-cultural types by the official acts of 
the stat inspection commissions, as approved in the established procedure, 
hereac the marketable construction output with respect to enterprises, 
tart-up c aplexes, and production-type facilities to be turned over are 
ndled on the basis of official acts signed by these commissions. 


rds © exercise monitoring controls over the correctness of the volumes 
f marketable construction output, as reflected in the account using Form No 
2-ks, it is necessary for the individual ministries and cepartmental builders 
to determine for a number of years the specific proportion of outlays for 
‘onstr ction and installation work within the body of the fixed capital to 

e put into operation. 


| plan indicators of the marketable construction output, as reflected in the 
account using Form No 2-ks (urgent) for the reporting year, must comprise 
approximately the same portion in the annual plan for putting fixed capital 
into operation. In cases where there are significant deviations from the 
structure of the fixed capital which has taken shape, the causes of such a 
situation must be thoroughly studied. 
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Under the new conditions the state statistical organs are confronted with the 
important task of utilizing in a comprehensive manner the indicators of cons- 
truction output in analyzing the effectiveness of the work performed by the 
construction and installation organizations, the dimensions of the unfinished 
construction production, and the length of time required to complete the 
construction of production capacities and non-production types of facilities. 


TOPYRIGHT: Izdatel’stvo "Finansy i statistika”, 1983 
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BULLDING MATERIALS 


SHORTFALLS IN KAZAKH CEMENT PRODUCTION REVEALED 
Alma-Ata NARODNOYE KHOZYAYSTVO KAZAKHSTANA in Russian No 5, May 83 pp 61-64 
[Article by A. Korikov: "What Is Throwing the Cement Plant Out of Rhythm"] 


{fext] To start with there is the following information. In 1982 the cement 
plants, which are subordinate to the republic industrial association of cement and 
isbestos cement enterprises, failed to deliver to consumers 401,000 tons of cement. 
According to the expert appraisal of the staff members of the consolidated depart- 
ment of the balances and plans of the distribution of materials and fuel of the 
republic State Planning Committee, due to this it was not possible to assimilate 
construction and installation work in the amount of app. oximately 340 million 
rubles. And, after all, this is only the direct losses of the construction workers. 
but how much the “chain reaction" of the factories, plants, farms, housing, produc- 
tion buildings, which were not delivered on time, is costing the state. 


there is also another aspect. The failure of the plans of the production and de- 
livery of binders is disturbing the system of the maintenance in proper form of 
available housing and the fund of sociocultural and household goods and is checking 
individual construction. There are thousands and thousands of suspended micro- 
projects. 


fhe failure of the plans of the cement industry is not only doing harm to individ- 
ual sectors of the economy, but is also affecting the interests of all of society. 


‘ny did the cement plants of the republic not cope with the plans of last year? 
in order to answer this question, let is acquaint ourselves with the work of one 
of them. 


fhe Semipalatinsk Cement Plant. This year is the 25th anniversary of its start-up. 
Not that long ago it was one of the best in the sector. But the Semipalatinsk ce- 
ment workers completed last year with a large shortfall on all the basic technical 
and economic indicators. The plan on the output of clinker was fulfilled by only 
88.8 percent, cement--93.8 percent, the sales volume of products--91.8 percent. 
More than 70,000 tons of products failed to be delivered to consumers. Less high- 
grade cement was produced than planned. And this is in spite of the fact that dur- 
ing the year the plan was adjusted downward. 


What is the matter? for here they are fulfilling strictly the schedule of the 
preventive maintenance of the mills and rotary kilns and are carrying out 
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retooling. Thus, in four of the eight cement mills the shells were replaced, a 
hammer crusher was installed in the section of the grinding and feeding of the gyp- 
sum, the raw material warehouse was expanded. The introduction of an integrated 
system of product quality control was completed. Other stens are also being taken 

achieve the smooth operation of the enterprise. However, just these efforts of 
the collective of cement workers are not enough, since many idle times and break- 
lowns at the plant are occuring through the fault of related organizations and en- 
terprises. Just through the will of the Altayenergo Production Association last 

ir the basic equipment had to be shut down 26 times. 


is evident from the following figures, how much this costs. In 1982 the cement 
mills on the whole were idle 1.3 months, the rotary kilns--7 days. As a result 
there are thousands of tons of products which were failed to be produced. 


Only at the end of last year, after the intervention of local organs, did the Altay- 
froduction Association begin to observe mcre strictly the norm of the feed- 
electric power to the enterprise. During the first quarter of this vear 

were no longer irregularities for this reason here. This is a direct result 
tightening up of state discipline. 





in workers of Semipalatinsk are incurring even more appreciable losses due to the 

irregular delivery and underdeliveries of gas and lean coals. The supplier is the 

<uzbassugol'sbyt Administration. The smoothness of the operation of the cement 

: t directly depends on the partner and the cycle of the delivery of products by 

it. There is, of course, the corresponding contract. But the supplier is constant- 
violating it. 


re is what kind of situation had formed here by the beginning of December of 
last vear. The arrears of the delivery of coal (for 11 months) exceeded 30,000 tons, 
including about 25,000 tons of gas coal. 


ement workers are “bombarding” all instances with telegrams. They showed me a 
such dispatches. But not one of them helped. 


« plant is going “around in circles." The city cooperative base is providing 


+, 800 tons, the brick plant--500 tons, the combine of reinforced concrete construc- 
block--2,000 tons. But ali this is a drop in the ocean. Moreover, ordinary 
urns poorly, has an increased ash content and upsets the technology of the 


tion of clinker, its yield decreases, cement of low grades is obtained. Ths 


ilt is well known: no plan of the output of products, no quality, no output, no 
ind no bonus. 


e plant is attempting to offset a portion of its losses at the expense of the dis- 
ot the deliveries of coal. However, the amount of the fines, which are being 
the Kuzbassugol'sbyt Administration, is not equal to the harm done 


{ 


i Semipalatinsk workers. According to the statute it is possible to exact tr 
« negligent supplier for the undershipment of coal only 8 percent of the amount 
the underdeliveries. For the 37,000 tons of fuel, which failed to be received 
the Kuzbass, the cement workers had the right to exact slightly more than 
rubles. At the same time their loss for this reason was expressed by an 
wunt which was many times greater. The cement workers failed to supply binder 
worth 1.7 million rubles to the Kazglavstroysnabsbyt [not further identified}. I! 
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the latter imposes sanctions, more than 135,000 rubles will be withdrawn from the 


cashier's office of the plant. The economic relations between the supplier of the 
val and the cement plant are obviously unequal. 


tailure by the railroad to observe the contractual obligations is also result- 
ing in considerable costs for the cement enterprise. The Zhana-Semey Station of 
the Alma-Ata Railroad in violation of Article 18 of “The Charter of Railroads and 
the Rules of Transportation” frequently delivers cars irregularly to the plant. 
uring the tirst half of the day up to 80 percent of the daily norm of cars is de- 
livered tor the loading of cement. Thus the layovers are artificially inc:eased. 


his year the unsound practice is being continued. During the first 10-day peric 
v! March alone harm in the amount of 2,000 rubles was done to the plant for th- 
named reason. The Kazakh SSR State Board of Arbitration, which is examining 
question ot these violations, indicated the improper actions of the railroad. bu 


the workers of the related sector are in no hurry to tighten up contractual dis- 
ipline. 


is mecessar: to note the negative fact that the mutual economic interest and 
ability tor the tulfillment of the plan assignments and contractual obligations 


vetween suppliers, consumers and transportation workers for the present leave much 
to be desired. 


‘he November (1982) CPSU Central Committee Plenum emphasized the need to speed up 
the work on the improvement of the economic mechanism. And this applied, of course, 


not to the “supplier-consumer" link alone. This problem has many aspects. Here is 
just one of them. 


“ith each year the interruptions in the operation of the basic equipment are begin- 
ning to effect with greater and greater force the fulfillment of the production 
program of the cement plant. The breakdown rate has become a serious threat. Last 
sear the raw material mills were idle as a whole for about 2 months. The idle 


times of Rotary Kiln No 4, the largest, exceeded 30 days. On the average 60 work 
shifts were lost per cement mill. 


here is one reason: the basic technological equipment has been operated for a 
irter of a century now and is rather worn out. No current repairs are capable 
more of guaranteeing the smooth and reliable operation of the kilns and mills. 
the fundamental renovation of the existing capacities can save the situation. 
is essentially only being launched. The first section of the renovation 
with an estimated cost of the work of 4.5 million rubles, including construction 
ind installation work of 1.9 million rubles) should be completed in late 1984. Ac- 
‘rding to the plan, which was drawn up by SibNIIproyekttsement [not further identi- 
fied] (Nevosibirsk), it is proposed to replace the shell of Rotary Kiln No l, Coal 
Mill No 1, the electrostatic precipitator on the first kiln and the transformer on 


Main Step-Down Station No 3. As we see, the amount of work is quite substantial. 
but it is being carried out slowly. 


he reason lies in the dragging out of the periods of the preparation of the plan- 
ning estimates and the lack of a general contractor. The USSR Ministry of the Con- 
‘truction Materials Industry, having planned the renovation of the main works of 
the plant, did not allocate limits for designing. The lack of smoothness arose 
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precisely at this stage. The assimilation of capital investments had to be planned 
so that for 1984 there is more construction and installation than for 3 years 
(1981-1983). It is not that simple to perform in 1 start-up year construction and 
installation work of more than 1 million rubles, when the plant has a brigade which 
consists of only 17 people. Especially as in 1982 it was able to assimilate with a 
great strain only 260,000 rubles. 


Where is the solution? 


M. Yergarin, chief engineer of the Kaztsement Production Association, said: 


‘We will nevertheless seek a contractor.... 


why did they not seek one earlier? And was it worthwhile in general to drag out 

the renovation of the first section of the cement plant for 4 years? A specialized 
contracting construction and installation organization could have performed 1.9 mil- 
lion rubles of construction and installation work, for example, in 1 year. While 
the shortening of the period even by 2 years is an additional 160,000 tons of cement. 


but many opportunities were missed. 


Let us take equ'ipment. Its installation is envisaged only in 1983-1984. Moreover, 
the machine building plants punctually fulfilled the obligations on its shipment. 
{t was delivered as a set back during the first half of last year. And now it is 
lying out in the open and is rusting, since the plant construction brigade has not 
been capable of providing a work front for the installers and adjusters. 





Cable and wire products, on the other hand, will arrive at the plant only toward 
the end of 1984, that is, toward the completion of the first section of the renova- 
tion of the enterprise. In this situation the plant workers are proposing to 
renovate Kiln No 3 instead of Kiln No 1. The gain is substantial. 


im accordance with the specifications at Kiln No 3 it is more convenient to carry 
out the installation work by means of a gantry crane. And it is not necessary to 
install anew the instruments, that is, scarce equipment. Some 2-2.5 km of control 
cable (14-, 19- and 37-conductor) has to be sought. But this is more profitable 
than to wait for the cable for Kiln No l. 


r the present, unfortunately, the “counterplan" of the plant is being half sup- 
ported: the ministry does not object with respect to the choice of the kiln for 
repair, but is not taking adequate steps for the speeding up of the work. 


is proposed to spend approximately 10 million rubles on all three sections of 
the renovation of the enterprise of the Ministry of the Construction Materials In- 
‘ustry and to obtain an increase of binders of 240,000 tons. But it is planned to 
omplete the work only by 1990. Is the pace not too low given today's shortage of 
cement? 


would Like to direct attention to another shortcoming. It is the lack of com- 
mleteness in the solution of the problem of the renovation of production. As a4 re- 
sult of the implementation of the pian of the first section of work on the renova- 


tion of the enterprises an increase of the output of binder by 80,000 tons is 
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planned by the end of the five-year plan. Consequently, coal, the appropriate ad- 
litives and, finaliy, water will additionally be required for its production. Its 
-hortage during the autumn-summer period comes to 40,000-50,000 m? a month. The 
point is that the supply of the plant with water is accomplished from an underground 
water intake of the horizontal type, which was built back in 1955 on the left bank 
t the Irtysh River. With the decrease of the water level in the river the inflow 
/§ moisture into the gallery decreases by many times. At times it does not exceed 
\0 liters per second. Moreover, in connection with the intensive building up to 
‘he neighboring residential blocks of the city the water intake has been turned 
‘ver to the city department of municipal services in order to improve the water sup- 

‘y ot the residents of Semipalatinsk. Of course, it needs the water, but, proba- 
bly, production should also not be halted. 


‘ne plant has an engineering plan of the renovation of the water intake with an 
estimated cost of 1.2 million rubles. On a proportionate basis with other enter- 
prises the cement workers wanted to implement it during the llth Five-Year Plan. 
but they did not support the proposal in the ministry. 


ne Semipalatinsk cement workers are already incurring today great losses from the 
‘ack of warehouses. For this reason not only the grounds of the plant have been 
‘trewn with inert and other materials. Transshipment bases are spontaneously aris- 
ing directly onthe steppe, the expenditures on motor transport are increasing. But 
the development of warehousing services is not envisaged by the plan. 


't is possible, of course, to understand the difficulties which have to be over- 
ome when choosing the version of the renovation of the enterprise. But one must 
mot act like today. The plan should be a comprehensive one, which encompasses 
basic production, the subsidiary and auxiliary services. 


jut even this is not everything. It is possible to supply the plant with coal, all 
the materials, to furnish production with new equipment, but not to achieve the 
mooth operation of the technological lines and the strict observance of the plan- 
‘ing discipline of contractual deliveries, if at the enterprise there is no stable 
collective and labor discipline is weak. 





‘ersonnel are the "Achilles" heel” of the Semipalatinsk Cement Plant. Not without 
cason did the once strong collective give up the gained positions. Labor disci- 
nline decreased, the turnover of personnel increased. In 1982 368 people were 

| here, but 394 were ‘ost. Many chiefs of the shops and other production organ- 
izers, including the director and the chief engineer, were replaced. In 1982 
183 workers took unauthorized leaves from work. Such are the gloomy statistics. 


M. S. Sugralinov, the new chief engineer of the plant, due to the shortage of work- 
ers considers it necessary even to temporarily close one of the two technological 
limes at the classification factory of the Novotoblinskiy Limestone Quarry. But 
neanwhile in the oblast, and the republic as a whole, a chronic shortage of lime 
ontinues to be felt. 


fhe plant constantly lacks 3(-40 skilled adjusters and repairmen. This is especial- 
ly affecting affairs. 
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the main causes of the outflow of people from the plant are: poor working condi- 
tions, the decrease cf wages, the shortage of housing and children's institutions. 
ihe slow retooling of production and the lack of reliable highly mechanized ware- 
jiwuse tacilities tor bulk materials and modern general buildings are creating addi- 
tional difticulties with respect to the assurance of labor safety procedures and 
labor safety techniques. 


when an enterprise systematically does not fulfill the state plans of the output 
and sale of products and the assignments on the increase of labor productivity, it 
is impossible to use effectively at it any of the existing material incentive sys- 
tems. Even if some collectives of the shops work well. For the material incentive 
‘unds, as is known, depend directly on the end results of the work of the entire 
collective of the plant. 

sd 


last year on the average 2 rubles a month were issued per worker here from the mate- 
rial incentive fund. 


ihe engineering and technical personnel in practice have not received bonuses for 

} vears now. The level of the organization of labor is decreasing. In 19/76, tor 
cxample, half of the technical brigades changed over to the comprehensive method, 
in case of which they made payment in accordance with the end result with allowance 
mode tor the coefficient of labor participation. At present they have again re- 
turned to the old system. 


‘oday the economists of the plant are raising the question to the revision of the 

wie rates in the cement industry. They believe that with the changeover in 19/72 

Lo new wage scales on the scale of the entire national economy the cement workers 

‘ound themselves in a disadvantageous position owing to the more difficult working 
conditions. 


‘orhaps, this question also merits attention. But, it is unlikely that an increase 
the wage rates alone will save the Semipalatinsk workers. First of all, they 
vcd by common efforts to improve production, to improve the conditions and organ- 

ization of labor and to prevent the breakdowns and idle times, due to which the 
workers leave the enterprise and transfer to neighboring plants and factories. for 
the Ministry of the Construction Materials Industry has cement plants, at which 
“ich shortcomings have been eliminated and stable collectives have been created. 

‘4 particular, there is the Sastyubinskiy Cement Plant. 


he lack of a consistent program of housing construction is the most serious socia! 
ileulation of the ministry, the Kazglavtsement Association and the 
agement of the enterprise. During 1979-1980 not 1 m2 of housing was put into 
‘peration here. In 1981 a 119-apartment building, half of which was built using 
issets of a cooperative, was built. During 1983-1985 the plant will again not 
ive the necessary increase of available housing, if you do not count the three 
(wo-apartment houses, which are being built at this time in the settlement of Suuk- 
ilak for the workers of the Limestone quarry. And the waiting list for apartments 
is vrowing. 
lay the plant workers do not have a limit for the designing of a 129-apartment 


ooperative apartment house, a kindergarten-nursery for 280 children and a food and 
industrial goods store. 














lhis year the capital construction department of the enterprise issued an assign- 
ment tor the designing of a dormitory for 220 people. But the distance from the 
plan to its embodiment is great. The cement workers know this perfectly well, if 
imyone does. 





since L982, for example, their plan of the expansion of the dispensary has been 
iving motionless: the ministry is not allocating the assets. 


thus, the analysis of the work of the collective of the Semipalatinsk Cement Plant 
shows that the irregular operation of the enterprise and the disruption of the de- 
liveries ot binders are a consequence of objective and subjective reasons. On the 
one hand, the workers of related sectors are letting them down, the intermanagement 
economic ties are functioning poorly. On the other, there are the omissions, er- 
rors and miscalculations of the plant collective itself, the union and republic 
ministries of the construction materials industry. 


the national campaign for the tightening up of state and labor discipline is begin- 
uing to yield its fruits. During the first quarter of 1983 the cement enterprises 
tultilled the plan assignments. 


llowever, the continuing irregularities of the deliveries of coal and gas are caus- 
ing quite valid alarm. During the first quarter of this year the coa! workers of 
the Kuzbass again failed to deliver more than 2,000 tons of fuel to the Semipala- 
tinsk Cement Factory. In order not to shut down the roasting kilns, the plant 
workers borrowed 11,000 tons from other enterprises. 


‘he specialists and collectives of enterprises are reasonably posing the question 
of the use in cement production of reserve fuel (fuel oil). However, in practice 
this question has so far not been settled. 


the problem of speeding up the pace of the renovation and retooling of the enter- 
prises of the cement industry in the republic remains urgent. The period of this 
important work must not be dragged out for many years. Slowness will inevitably 
result in irreplaceable losses. 


diay it is simply not enough to replace the worn out equipment at operating 
plants. This replacement should be carried out together with the fundamental reno- 
tion of the basic and ancillary works, should provide an additional increase of 
‘tput and should reduce the labor expenditures. But they are proceeding, alas, 
in a different direction. 


‘or example, the Semipalatinsk workers replaced four cement mills, but their total 
ipacity remained the same. 


\ similar situation is also being observed at the Ust-Kamenogorsk Cement Plant. 
Here the small rotary cement kiln was replaced by a more powerful one. But the 
increase of 60,000 tons of binders was not obtained. 


Or there is the following fact. The State Planning Institute of the Cement Industry 
drew up a draft of “The Plan of the Development and Distribution of the Cement In- 
dustry for the Period to 2000." The construction of new enterprises and the reno- 
vation of old ones, starting in 1986, are programmed in this document. But in the 











sian the allocation of capital investments for the renovation of the second and 
third sections of the Semipalatinsk Cement Plant is for some reason noc envisaged. 


we have looked into the situation at only one plant. Unfortunately, the majority 
ot shortcomings, which upset the technological mode of operation of cement produc- 
tion and decrease the output of products which are important for the national econ- 
omy, are also characteristic of a number of other enterprises of the Kazglavtsement 
Association. Therefore the ministry, the association and the collectives of the 
plants must eliminate more rapidly the shortcomings in production. It is also im- 
possible to put off until "later" the settlement of the ripe questions connected 
with the increase of the production of output. Our economy and society are incur- 
ring too great losses from the shortage of binders. Neither the Semipalatinsk 
lant nor the entire cement industry of the republic should be among the laggards. 


COPYRIGHT: “Narodnoye khozyaystvo Kazakhstana", 1983 
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